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O L AND GAS CONSERVATI ON 36.22.101
Sub- Chapter 1
Organi zational Rule
36.22.101 ORGANI ZATI ONAL RULE (1) The board of oil and gas

conservation organi zation is described in ARM 36.1.101. (History: Sec.
2-4-201, MCA; IMP, Sec. 2-4-201, MCA, Eff. 12/31/72.)

NEXT PAGE |'S 36-4825
ADM NI STRATI VE RULES OF MONTANA 9/ 30/ 95 36-4821



O L AND GAS CONSERVATI ON 36.22. 202
Sub- Chapter 2
Overall Procedural Rules
36.22.201 PROCEDURAL RULES (1) The board of oil and gas conservation

adopts the procedural rules as stated in ARM 36.2.101. (Hi story: Sec.
2-4-201, MCA; IMP, Sec. 2-4-201 and 2-4-202, MCA, Eff. 12/31/72.)

36.22. 202 ENVI RONMENTAL POLI CY ACT PROCEDURAL RULES (1) The board of
oil and gas conservation adopts the procedural rules as stated in ARM
36.2.521 through ARM 36. 2. 543 and ARM 36. 2. 605 t hrough 36. 2. 611, except the
terns "the agency", "the departnent", and "the board" nean the board of oil
and gas conservation." (Hstory: Sec. 2-3-103, 2-4-201, MCA; I MP, Sec. 2-
3-104, MCA;, NEW 1990 MAR p. 531, Eff. 3/16/90.)
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Sub- Chapter 3
General Provisions

36.22.301 EFFECTIVE SCOPE OF RULES (1) GCeneral rules shall be
statewide in application unless otherwi se specifically stated. Speci al
rules and orders will be issued when required and shall prevail as against
general rules if in conflict therewith. (H story: Sec. 82-11-111, MCA
| MP, Sec. 82-11-141, MCA, Eff. 12/31/72.)

36.22.302 DEFINITIONS Unless the context otherw se requires, the
wor ds defined shall have the foll owi ng neani ng when found in these rules:

(1) "Acidi zing" neans introduction of acid into a formation
containing oil or gas to increase the producing ability of a well by
dissolving a part of the reservoir rock or to clean the face of a
formation.

(2) "Aqui fer" means a stratum or zone of rock which is sufficiently
permeabl e to conduct ground water and to yield economically significant
guantities of water.

(3) "Artificial lift" nmeans any nethod by which oil or water is
renoved froma well bore by use of energy transmitted from the surface
t hrough the sanme well bore.

(4) "Barrel" neans a quantity equal to 42 United States gallons at
a tenperature of 60 degrees Fahrenheit and at atnospheric pressure.

(5) "Bl owout" rmeans an uncontrolled escape of drilling fluid,
water, oil, or gas froma well.

(6) "Bl ow-out preventer" neans an effective casinghead control

equi pped with special gates or rans which can be closed around the dril
pi pe or which conpletely closes the top of the casing.

(7) "Board" neans the board of oil and gas conservation provided
for in 2-15-3303, MCA
(8) "Bottom hol e pressure" neans the pressure in pounds per square

inch determned at the face of the producing horizon by neans of a pressure
recordi ng instrunent adopted and recogni zed by the oil and gas industry.

In the case of punping or dually conpleted wells, a sonic device may be
used. In the case of gas wells or wells having no liquid in the well bore,
it means the pressure as cal cul ated by adding the pressure at the surface
of the ground to the calculated weight of the colum of gas from the
surface to the bottom of the hole.

(9) "Casi ng pressure" neans the pressure existing at the well head
in the annul us between the casing and tubing.
(10) "Casi nghead gas" neans any gas, vapor, or both gas and vapor

i ndigenous to an oil stratum and produced fromthe stratumwi th oil
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(11) "Conbi nation well" neans a well productive of both oil and gas
in commercial quantities fromthe sane conmon source of supply.

(12) "Conpl eti on date":

(a) of an oil well neans the date when the first oil is produced
t hrough wel | head equi pnent into |lease tanks fromthe ultinmate producing
interval after casing has been run

(b) of a gas well neans the date when the well is capable of
produci ng gas through wellhead equipnent from the ultinmate producing
interval after casing has been run; and

(c) of a dry hole neans the date the top of the surface casing is
sealed with a cenent plug, steel cap or plate, or other approved nethod.

(13) "Conpl etion report" neans board report FormNo. 4 which is to
be submtted to the board in triplicate for all wells drilled as specified
in ARM 36.22. 1013 and ARM 36.22.1011

(14) "Comon source of supply" is synonynous with pool. (15)

"Condensate" neans the |iquid produced by the condensation of a vapor
or gas either after it l|eaves the reservoir or while still in the
reservoir. Condensate is often called distillate, drips, white oil, etc.

(16) "Controlled gas field" neans any common source of supply of

nat ural gas discovered after July 1, 1951, or any field discovered prior
to July 1, 1951, provided any pool therein has been discovered after July
1, 1951, unless otherw se designated by the board.

(17) "Controlled oil field" neans any common source of supply of
crude oil discovered after July 1, 1951, or any field discovered prior to
July 1, 1951, provided any pool therein has been discovered after July 1
1951, unless ot herw se designated by the board.

(18)"Control | ed production" nmeans the production of oil, gas, or both
oil and gas froma controlled oil or gas field, unless otherw se designated
by the board.

(19) "Crude oil" nmeans petroleum oil and other hydrocarbons,
regardl ess of gravity, which are produced at the wellhead in liquid form
by ordi nary production nethods and which are not the result of condensation
of gas before or after it |eaves the reservoir.

(20) "Cubi c foot of gas" means the volume of gas contained in one
cubi c foot of space at a standard pressure base and a standard tenperature
base. The standard pressure base is 14.73 pounds per square inch absolute
and the standard tenperature base is 60 degrees Fahrenheit.

(21) "Day" neans a period of twenty-four consecutive hours.

(22) "Degrade" neans that as a result of any source discharging
pollutants to groundwater or surface water, the concentration of a
pol l utant for which maxi mum contani nant |evels

36-4832 9/ 30/ 95 ADM NI STRATI VE RULES OF MONTANA



O L AND GAS CONSERVATI ON 36. 22. 302

are established in subsection (4) of ARM 16. 20. 1003 has becone worse, or
that the concentration of other pollutants has becone

worse and will adversely affect existing beneficial uses or beneficial uses
reasonably expected to occur in the future.

(23) "Drilling fluid" nmeans any fluid used in the drilling of an oi
or gas well to renobve, hold, and carry cuttings to the surface; to cool or
|ubricate a drill bit; to line the bore hole; to control subsurface
pressures; to support the weight of the drill pipe or casing;, to protect
formations; or to transmt hydraulic horsepower to the drill bit.

(24) "Dry gas" neans natural gas obtained from pools that produce

gas only or natural gas obtained that does not contain the heavier
fractions that may easily condense under nornal atnospheric conditions and
that is not casinghead gas.

(25) "Earthen pit" neans any indentation in the ground that is used
in oil or gas exploration or production activities including, but not
limted to, reserve pits, skiming pits, settling pits, produced water
pits, percolation pits, evaporation pits, energency pits, and workover
pits.

(26) "Fence" neans a barrier constructed of posts and wire or other
mat eri al s.

(27) "Fl ow |ine"

(a) nmeans a pipeline used to transfer crude oil, gas, and produced

water fromthe wellhead to production treatnent, separation, or storage
facilities;

(b) al so neans a pipeline used to transfer produced water or other
fluids froma production or injection facility to an injection or disposal
wel | ;

(c) does not nean a transmni ssion pipeline.

(28) "Fracturing" nmeans the introduction of fluid that nay or nay
not carry in suspension a propping agent under pressure into a formation
containing oil or gas for the purpose of creating cracks in said formation
to serve as channels for fluids to nove to or fromthe well bore.

(29) "Fresh water" neans water containing | ess than 10,000 parts per
mllion (ppm total dissolved solids (TDS)

(30) "Freshwat er-based drilling fluid" neans any drilling fluid
other than a salt-based drilling fluid or oil-based drilling fluid.

(31) "Gas" neans all natural gases and all other fluid hydrocarbons
as produced at the wellhead and not defined as oil in 82-11-101, MCA
(Section 82-11-101, MCA.)

(32) "Gas al | owabl e" neans the anount of natural gas authorized to

be produced by order of the board in connection with the prevention of
wast e.

(33) "Gas-o0il ratio" nmeans the ratio of gas in standard cubic feet
to oil in barrels produced concurrently during any stated period.
(34) "Gas injection" neans the introduction of gas or air
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into a common source of supply in order to replenish, replace,
or increase the energy of the reservoir.

(35) "Gas well" neans:
(a) a well that produces natural gas only;
(b) any well capable of producing at |east 10,000 standard cubic

feet of gas per stock tank barrel of oil per day for any cal endar nonth;
and

(c) any well classed as a gas well by the board for any reason.
(36) "Harmto soil(s)" means a reduction in the plant productivity
which existed at the site of a drilling well, idled well, shut-in well, or

production facility prior to the initiation of oil and gas exploration or
production activities.

(37) "Hazardous substance" neans any substance defined as a
hazar dous or del eterious substance in 75-10-701, MCA

(38) "Hazar dous waste" neans any waste defined as a hazardous waste
in ARM 16. 44. 303.

(39) "Hori zontal drainhole" neans that portion of a wellbore with 70
degrees to 110 degrees deviation from the vertical and a horizontal
projection within the common source of supply that exceeds 100 feet.

(40) "Hori zontal drainhole end point" neans the terminus of a
hori zontal drainhol e.

(41) "Horizontal well" neans:

(a) a well with one or nore horizontal drainholes; and

(b) any other well classified by the board as a horizontal well.

(42) "Il egal gas" neans gas that has been produced fromany well or
wells in violation of any law or of any rule or order of the board.

(43) "I'llegal oil" nmeans oil that has been produced fromany well or
wells in violation of any law or of any rule or order of the board.

(44) "Irrigated cropland" neans any land that is customarily
supplied with water by artificial neans for grow ng plants.

(45) "MER' neans nmaximum efficient rate and is the rate of
production of oil, gas, and water froma well, wells, or pool which the
board finds will result in the nmaximumultinmate recovery of oil and gas
fromthe pool, under prudent and proper operations.

(46) "Merchantable oil" neans any oil that can be sold or traded on
a commercial basis. Gl sludge, tank bottons and waste oil are not
nmer chantabl e oils.

(47) "Net" neans an open-neshed, twi sted, knotted, knitted, or woven

mat erial used to conpletely cover a pit, pond, tank, or other oil or gas
expl oration or production facility.

(48) "G l" nmeans crude petroleum oil and other hydrocarbons
regardl ess of gravity that are produced at the wellhead in liquid form by
ordi nary production nethods and that are not the result of condensation of
gas before or after it
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| eaves the reservoir. (Section 82-11-101 (10), MCA)

(49) "Gl allowable" neans the anobunt of oil authorized to be
produced by order of the board in connection with the prevention of waste.

(50) "Gl sludge" nmeans a viscous, unnerchantable oil that contains
mud or other inpurities.

(51) "Gl well" nmeans any well capable of producing oil in
commercial quantities and that is not a gas well.

(52) "Operator" nmeans any person who, duly authorized, is in charge
of devel opnent and/or produci ng operations.

(53) "Omer" neans the person who has the right to drill into and

produce froma pool and to appropriate the oil or gas he produces froma
pool for hinself and others, and the termincludes all persons hol ding that
authority by or through him (Section 82-11-101, MCA)

(54) "Perenni al watercourse" neans a | ake, stream river, or other
body of water that flows or retains water continuously throughout the
year."

(55) "Perneability" neans that property of a porous nedia that
designates its ability to transmt fluids.

(56) "Person" neans any natural person, corporation, association,
part nership, receiver, trustee, execut or, adm ni strator, guar di an,

fiduciary, or other representative of any kind and includes any agency or
instrunentality of the state or any governnental subdivision of the state.
(Section 82-11-101(12), MCA.)

(57) "Porosity" neans the ratio of rock pore volune to rock bulk
vol une expressed as a percentage.

(58) "Potential" neans the actual or properly conputed daily ability
of a well to produce oil or gas or both.

(59) "Pressure nmintenance" neans the introduction of fluid or

fluids into an oil or gas reservoir to retard the decline of or increase
the pressure of the reservoir.

(60) "Produced fluid" neans any fluid, including oil, gas, and
wat er, originating from subsurface geol ogi ¢ sources.

(61) "Production facility" nmeans any facility or site constructed or
used for the purpose of producing, treating, or separating produced fluid,
including but not linmted to, oil, gas, injection, or disposal wells,
punping units, flowlines, gas flares, treaters, separators, gun barrels,
storage tanks, production pits and ponds, skimmer pits, and evaporation
pits or ponds. A transmi ssion pipeline is not a production facility.

(62) "Proved productive area" neans that area which has been shown
by devel opnent and/or geol ogical information to be such that additiona
wells drilled thereon are reasonably certain to be comercially productive
of oil or gas or both.

(63) "Purchaser" neans any person who directly or indirectly
purchases, transports, takes, or otherwi se renobves production to his
account froma well, wells, or pool
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(64) "Reservoir pressure" neans bottom hole pressure under static
condi ti ons.

(65) "Sal twater-based drilling fluid* means any drilling fluid
contai ning sodiumchloride in concentrations of nore than 10,000 parts per
mllion (ppm, or lime (calcium oxide or calcium carbonate) in
concentrations of nore than 40,000 ppm or gypsum (calcium sulfate) in
concentrations of nore than 50,000 ppm

(66) "Screen" nmeans an open-neshed, twi sted, knotted, knitted or
woven material that is firmy attached to a fence

(67) "Service conpany" neans any person, other than an operator or
adrilling contractor, that provides goods or services associated w th oi
or gas exploration and production operations.

(68) "Solid waste" nmeans any waste defined as a solid waste under
75-10-103, MCA

(69) "Spacing unit" means the area that can be efficiently drained
by one well.

(70) "Standard conditions of tenperature and pressure" neans 14.73
pounds per square inch absolute and 60 degrees Fahrenheit.

(71) "Stratigraphic well or core hole" neans a well drilled for
stratigraphic information only.

(72) "Stripper gas well" neans a gas well that produces an average

of 60 thousand standard cubic feet (MCF) or less of gas per day for a
cal endar nont h.

(73) "Stripper oil well" nmeans an oil well that produces |ess than
an average of 10 barrels of oil per day for a cal endar nonth.
(74) "Tank bottoms" neans the unnerchantable oil, basic sedinment,

and water in oil production storage tanks, separators, and other production
facilities and receptacles.

(75) "Transni ssion pipeline" neans a pipeline used to gather and
transfer marketable crude oil or natural gas from production treatnent,
separation, and storage facilities. A flow line is not a transm ssion

pi pel i ne.

(76) "Tubi ng pressure" neans the pressure existing in the tubing at
t he wel | head.

(77) "Water injection or water flooding" nmeans the injection of

water into a pool through one or several wells to achi eve displacenent of
the oil fromthe pool
(78) "Wast e":

(a) neans physical waste, as the termis generally understood in
the oil and gas industry;

(b) nmeans the inefficient, excessive, or inproper use of, or the
unnecessary di ssipation of reservoir enerqgy;

(c) nmeans the location, spacing, drilling, equipping, operating, or

produci ng of any oil or gas well or wells in a manner that causes or tends
to cause reduction in the quantity of oil or gas ultimately recoverable
froma pool under prudent and proper operations or that causes or tends to
cause unnecessary or excessive surface | oss or destruction of oil or
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gas; and
(d) neans the inefficient storing of oil or gas; but
(e) does not nean the production of oil or gas fromany pool or by

any well to the full extent that such well or pool can be produced in
accordance with nmethods designed to result in maximumultimte recovery,
as determned by the board. (Section 82-11-101(18), MCA.)

(79) "Waste oil" neans di scarded or unnerchantable oil.

(80) "Well logs" nmeans electrical, radiation, sonic, or other
routine logs run by nechanical nmeans in a well and all other |ogs, surveys,
anal yses, and reports run or nmade.

(81) "Well, wildcat or exploratory":

(a) neans any well drilled for oil or gas outside of a delineated
field;

(b) nmeans a well drilled to a stratum other than one then
productive within a delineated field; but

(c) does not nmean a stratigraphic well or core hole. (Hi story:

Sec. 82-11-111, MCA; | MP, Sec. 82-11-111, MCA; Eff. 12/31/72; AVD, 1977 MAR
p. 549, Eff. 9/24/77; AVMD, 1982 MAR p. 1398, Eff. 7/16/82; AMD, 1992 MAR
p. 806, Eff. 4/1/92; AWVD, 1993 MAR p. 152, Eff. 7/1/93.)

36.22. 303 CLASSI FI CATI ON OF W LDCAT OR EXPLORATORY VELLS

(1) If a test for fluid productivity is nmade in a stratigraphic
well or core hole, the well nust be reclassified as "wldcat or
exploratory" and is subject to all the rules of a well drilled for oil or
gas.

(2) Wells drilled in a delineated field to known productive
horizons cannot be classified as "stratigraphic." (Hi story: Sec.
82-11-111, MCA; IMP, Sec. 82-11-111, MCA; Eff. 12/31/72; AWVD, 1977 MAR p.

549, Eff. 9/24/77.)

36.22.304 | NSPECTI ON OF RECORDS, PROPERTIES, AND WELLS

(1) The petrol eum engi neer and his authorized agents shall have
access to all factual well records.
(2) The petrol eum engi neer and his authorized agents shall have the

right at all reasonable tines to go upon and inspect any oil and gas
properties and wells for the purpose of naking any investigation or tests
to ascertain whether the provisions of Title 82, chapter 11, parts 1 and
2, these rules, or any special rules or orders are being conplied with and
shall report any violation thereof to the board.

(3) Al owners, drilling contractors, drillers, service conpanies,
and ot her persons engaged in drilling or servicing wells, shall permt the
petrol eum engi neer or authorized agents at his or their risk in the absence
of negligence on the part of the owner to come upon any | ease, property,
or well operated or controlled by themto inspect the records and operation
of such wells and to have access at all tines to all records of wells.
(H story: Sec. 82-11-111, MCA; |IMP, Sec. 82-11-111, MCA; Eff. 12/21/72;
AMD, 1982 MAR p. 1398, Eff. 7/16/82.)
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36.22.305 NAM NG OF POOLS (IS HEREBY REPEALED) (History: 82-11-111,
MCA, | MP, 82-11-111, MCA, Eff. 12/31/72; REP, 1996 MAR p. 1160, Eff.

4/ 26/ 96.)

36.22. 306 ORGANI ZATI ON REPORTS (1) On or before January 31, 1954,
every person acting as principal or as agent for another who is
i ndependently engaged in oil and gas operations in the state shall file
under oath with the board on Form No. 1 a statenent giving the foll ow ng
i nformati on:

(a) the nane under which such business is being operated or
conduct ed;

(b) the name and post office address of such person and the
busi ness or busi nesses in which he is engaged;

(c) the plan or organization and, in case of a corporation, the | an
under which it is chartered; and

(d) the post office addresses of any persons acting as trustees

together with the names of the mmnager, agent, or executive thereof, and
t he nanes and post office addresses of any officers thereof.

(2) I medi ately after any change occurs as to facts stated in the
report filed as required by (1), a supplenentary report under oath shall
be filed with the board with respect to such change. (H story: 82-11-111,
MCA; | MP, 82-11-122 and 82-11-123, MCA, Eff. 12/31/72; AVD, 1982 MAR p.
1398, Eff. 7/16/82.)

36.22.307 ADOPTION OF FORMS (1) The forns hereinafter listed are
hereby adopted and nade a part of these rules for all purposes, and the
sane must be used as herein directed in giving notice and in naking reports
and requests to the board. Copies of printed forns will be supplied by the
board on request. Address requests for forns to: Board of Gl and Gas
Conserva-tion, 1625 El eventh Avenue, Hel ena, Mntana 59620- 1601.

(a) Form No. 1 Organi zati on Report

(b) Form No. 2 Sundry Notice and Report of Wells

(c) Form No. 3 Bond

(d) Form No. 4 Conpl etion Report

(e) Form No. 4AContinuati on Sheet Form 4

(f) Form No. 5 Report of Subsurface Injections

(9) Form No. 6 Report of Production

(h) Form No. 7 Transportation Agency's Mnthly Report of Receipts
and Di sposition of Crude G|

(1) Form No. 8 Refiner's Monthly Report of Receipts and D sposition
of Crude Q|

(j) Form No. 9 Monthly Gas Report

(k) Form No. 9AContinuati on Sheet Form 9

(1) Form No. 10Gasoline or other Extraction Pl ant

(m Form No. 10A Conti nuation Sheet Form 10
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(n) Form No. 11Reservoir Survey Report and Gas-Q |
Rati o
(o) Form No. 13Producers Certificate of Conpliance
and Aut horization to Transport Q|
and Gas from Lease
(p) Form No. 14Certificate of Deposit Cash Bond

(q) Form No. 15A N.G P.A  Application for New Natural Gas
Det ermi nati on

(r) Form No. 15B N.GP.A Application for New Onshore Production
Wel | Determ nation

(s) Form No. 15C N.GP.A Application for Stripper Wll Natural

Gas Determination
(t) Form No. 16Chjection to NG P. A Application

(u) Form No. 17Notice of Cassification Determnination
(v) Form No. 18Donestic Well Bond and Lien
(w) Form No. 19Rel ease Agreenent

(x) Form No. 20Notice of Intent to Change Operator
(y) Form No. 21Application for Release of Well from
Bond
(2) Form No. 22Application for Permt (Drill, Deepen
or Re-Enter)
(aa) Form No. 23 Application for Permt (Earthen Pit or
Pond)
(Hstory: Sec. 82-11-111, MCA; I MP, Sec. 2-4-201, MCA, Eff. 12/31/72;
1977 MAR p. 549, Eff. 9/4/77, AMD, 1982 MAR p. 1398, Eff. 7/16/82;
1984 MAR p. 931, Eff. 6/15/84; AVD, 1990 MAR p. 305, Eff. 2/9/90; AM,
MAR p. 654, Eff. 4/1/92.)

85

=
©
©
N

36.22.308 SEAL OF BOARD (REPEALED) (History: Sec. 82-11-111,
| MP, “Sec. 82-11-111, MCA, Eff. 12/31/72; REP, 1982 MAR p. 1398, E
7716/ 82.) —

-3

36.22. 309 REFERRAL OF ADM NI STRATI VE DECI SI ONS (1) The board
adm nistrator nay refer any admnistrative action or decision to the board
for consideration.

(2) Adm nistrative actions or decisions referred by the board
adm nistrator to the board for consideration nust be presented in the forn
of a petition, and are subject to the notice and hearing requirenents of
section 82-11-141, MCA. (History: Sec. 82-11-111, 82-11-115, MCA; | M,

Sec. 82-11-115 and 82-11-141, MCA; NEW 1993 MAR p. 152, Eff. 7/1/93.)

NEXT PAGE |'S 36-4851
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Sub- Chapter 4
Board Enpl oyees
36.22.401 COFFI CE AND DUTI ES OF PETROLEUM ENG NEER (1S

HEREBY REPEALED) (H story: Sec. 82-11-111, MCA; | MP, Sec. 2-15-3303, MCA
Eff. 12/31/72; REP, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22. 402 OFFI CE AND DUTI ES OF ADM NI STRATOR (| S HEREBY
REPEALED) (H story: Sec. 82-11-111, MCA; | MP, Sec. 2-15-3303, MCA, Eff.

12/31/72; REP, 1982 MAR p. 1398, Eff 7/16/82.)

36.22.403 COFFICE AND DUTI ES OF GEOLOd ST (1 S HEREBY
REPEALED) (H story: Sec. 82-11-111, MCA; | MP, Sec. 2-15-3303, MCA, Eff.

12/31/72; REP, 1982 MAR p. 1398, Eff 7/16/82.)

NEXT PAGE |'S 36-4871
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Sub- Chapter 5
Seismic Exploration Activities

36.22.501 SHOT LOCATION LIMTATIONS (1) No vibroseis shall be done
cl oser than 330 feet, or seisnmc shot hole drilled or surface charge set
closer than 1320 feet (1/4 nmile) to any building, structure, water well,
or spring; nor closer than 660 feet (1/8 mle) to any reservoir dam w thout
witten perm ssion of the surface owner. (Hi story: Sec. 82-1-104, MCA
I MP, Sec. 82-1-104, MCA;, NEW 1977 MAR p. 1196, Eff. 12/24/77, AVD, 1982
MAR p. 1398, Eff. 7/16/82; AMD, 1983 MAR p. 1193, Eff. 8/26/83; AMWD, 1987
MAR p. 1095, Eff. 7/17/87.)

36. 22. 502 PLUGGE NG AND ABANDONVENT Unl ess otherwi se agreed to
bet ween the surface owner; the conpany, firm corporation, or individua
responsible for the drilling of seisnmc shot holes; and the board's
desi gnated inspector, all such holes shall be plugged and abandoned as set
forth below, provided, however, that before the surface owner agrees to
a pluggi ng nethod which deviates fromthis rule, he nust be given a copy
of this rule:

(1) The seismic conpany responsible for the plugging and
abandonment of seismc shot holes shall notify the board in witing at its
Billings office of its intent to plug and abandon, including the date and

time such activities are expected to conmence, the |location by section,
townshi p and range of the holes to be plugged, and the nanme and tel ephone
nunber of the person in charge of the plugging operations. A copy of this
notice shall be sent to the surface owner at the sane tine.

(2) All seismic shot holes shall be plugged before shooting.
Exceptions mmy be granted after approval by the board' s designated
inspector. In the event the original plug does not hold, the hole shal

be properly plugged as soon as reasonably practicabl e; however, in no event
shal | any hol e remai n unplugged for a period of nore than 30 days unl ess,
upon application, the board or its staff grants an extension which nay not
exceed 90 days. Al holes shall be tenporarily capped during the period
between drilling and final plugging.

(3) When drilling seismc shot holes, and non-artesian water is
encountered or when water is used in conjunction with the drilling,
pl uggi ng shall be acconplished by filling the hole with coarse ground

bentonite fromthe bottomup to 5 feet above the static water level with
a mni mum of 100 pounds of bentonite. The hole shall be further filled and
tanped with cuttings to a depth of three feet below ground level. Al shot
holes drilled in the glacial till area of Montana as shown on
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USGS M scel | aneous Geol ogi ¢ I nvestigations Map |-327 shall be filled with
coarse ground bentonite fromthe bottomto 3 feet below the surface. A
commercial plug shall be set at this depth with a permt nunber or the nane
of the contractor either inprinted on the plug or on a plastic or netallic
tag securely attached to the plug. The remainder of the hole shall be
filled with cuttings and soil, and a sufficient nound shall be |eft over
the hole to allow for settling.

(a) Wth the approval of the board's designated
inspector the shot hole may be plugged by filling the hole wth
bentonite-water slurry by hose injection and displ acemrent upwards fromthe
maxi nrum depth attainable. The slurry mxture shall have a marsh funnel
viscosity of 60 seconds or greater per quart (subject to field verification
on site) and shall contain a nmininum of 28 pounds of commercial plugging
bentonite per 42 gallons of water. The hole shall be filled to a depth of
3 feet below ground level and the commercial plug shall be set at this
depth. The remmi nder of the hole shall be filled with cuttings and soil,
and a sufficient nound shall be left over the hole to allow for settling.

(b) Seismic holes that penetrate artesian water deposits
shal |l be stabilized with a cenent slurry to a |l evel not higher than three
feet below the surface of the ground. The cenment slurry shall be of
sufficient density to contain the waters to their native strata. The
remai nder of the hole shall be filled with native surface material. Wen
al kaline or saline waters are encountered, the hole shall be plugged
i mediately as set forth in (3) and (a) except, if the bentonite-water
slurry nmethod is used, a heavier slurry mx nust be used with the addition
of inorganic drying or stabilizing chemicals such as calcium chloride
sodi um bi carbonate, or soda ash to assist in the effective plugging and
stability of the bentonite colum in the hole.

(c) In conpletely dry holes, plugging shall be acconplished by
filling the hole with not |ess than 50 pounds of coarse ground bentonite
followed by the cuttings. The returned cuttings shall be tanped to insure
the hole is not bridged. The hole shall be filled to a depth of 3 feet
bel ow t he surface and the comrercial plug set and topped with cuttings and
soi|l as prescribed by paragraph (3)(a).

(1) Wth approval of the board's designated inspector, the shot

hole may be plugged by filling the hole with the bentonite-water slurry
m xture as set forth in paragraph (a).
(d) Seisnmic shot holes that crater or slough at the surface after

bei ng shot shall be plugged as set forth in subsections (3), (a) and (b)
i nsof ar as those procedures are
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reasonably possible. However, deviations from those procedures are
perm ssible as circunstances nay dictate, provided the procedures are
designed to acconplish the primary objective of containing waters
penetrated by the hole to their native strata and restoring the surface as
near as practicable to its origina

condi ti ons. The board and surface owner shall be notified of such
devi at i ons.

(4) The surface area around each seisnic shot hole shall be restored
to its original condition insofar as such restoration is practicable.
Cuttings shall be spread no deeper than 1 inch thick and all stakes,
mar kers, cables, ropes, wires, primacord, cenent or nud sacks, and any
ot her debris or nmaterial not native to the area shall be renoved fromthe
drill site and deposited in a convenient sanitary landfill or other
approved site or disposed of by an approved di sposal nethod. Appropriate
seeds shall be planted when required to restore the surface to its origina
condi ti on.

(5) A seisnmic shot hole may be | eft unplugged at the request of the
surface owner for conversion to a fresh water well provided the surface
owner executes a release on Form No. 19 relieving the party otherw se
responsi bl e for the pluggi ng and abandonnent of the hole fromany liability
for damages that may thereafter result fromthe hol e renmi ni ng unpl ugged.

This release will cite the date, location, surface elevation, depth to
aqui fer, and any action taken. This information shall be furnished by the
geophysi cal operator. The surface owner nust also notify and file within
30 days appropriate forns with the water rights bureau of the departnent
of natural resources and conservation. The surface owner nust al so apply
for a permt from the board of water well contractors, and explain in
detail the procedures to be used in constructing the well. This is to
insure that the shot hole is properly constructed, cased and devel oped into
a water well, according to the nininum construction standards for water
wel l's, as adopted by the board of water well contractors. (H story: Sec.
82-1-104, MCA; | MP, Sec. 82-1-104, MCA;, NEW 1977 MAR p. 1196, Eff.
12/ 24/ 77; AVD, 1982 MAR p. 1964, Eff. 10/29/82; AVD, 1983 MAR p. 1193, Eff
8/ 26/ 83; AMD, 1984 MAR p. 931, Eff. 6/15/84; AMD, 1987 MAR p. 1095, Eff.
7/ 17/ 87.)

36.22.503 NOTIFICATION (1) The county clerk and
recorder of the county in which a permt for geophysical activity is issued

shall inmediately forward notice of the issuance of such permt to the
board of oil and gas conservation at its office in Billings, Montana.
(2) The board shall notify the county clerk and recorder of the

county if the person, firm or corporation which has
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obtained a permt is not in conpliance with any applicable requirenent for
engagi ng i n geophysical activity within the state.

(3) If the board of oil and gas conservation deternines
that a person, firm or corporation has violated any provisions of this
act, the board shall take necessary action to assure conpliance.

(4) Bef ore commenci ng geophysical activity, the person
firm or corporation shall notify the surface user as to the approxi mte
time schedule of the planned activity and upon request the follow ng
i nformati on shall al so be furnished;

(a) t he nanme and pernmanent address of the geophysica
exploration firmalong with the nane and address of the firm s designated
agent for the state if different fromthat of the firns;

(b) evidence of a wvalid permt to -engage in geophysical
expl orati on;
(c) nane and address of the conpany insuring the geophysical firm

(d) t he nunber of the bond required in section 82-1-104, MCA, to be
filed with the secretary of state;

(e) a description of the surface areas where the planned
geophysical activity will take place;
(f) anticipated need, if any, to obtain water fromthe surface user

during planned geophysical activity. (H story: Sec. 82-11-111, MCA; | M
Sec. 82-1-103, and Sec. 82-1-105 through 82-1-107, MCA; NEW Eff. 12/24/77
AMD, 1982 MAR p. 1398, Eff. 7/16/82.)

36. 22. 504 | DENTI FI CATI ON (1) Each wunit of nobile equipnent
utilized in seismc exploration or plugging seisnmc shot holes shall
di spl ay on both sides in conspicuous lettering the nane of the hol der of
t he geophysical exploration permt by or for whomthe work is being done
and the tel ephone nunber of the pernmit holder. (H story: Sec. 82-1-101
MCA; | MP, Sec. 82-1-101, MCA; NEW 1983 MAR p. 1193, Eff. 8/26/83.)
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Sub- Chapter 6
Permit to Drill

36.22.601 NOTICE OF INTENTION AND PERMT TO DRILL (1) No person

shal |l conmence the drilling of an oil or gas well or stratigraphic test
well or core hole without filing an application for permt to drill on Form
No. 22 and obtaining a drilling pernmt fromthe board. |f the proposed

well or hole is not located within the boundaries of a delineated field for
which, after public hearing, an order has been entered by the board that

drilling permts nmay issue for locations within that field w thout further
public hearing, the applicant nust:
(a) At its own expense, cause publication of notice in a fornmat

prescribed by the board in one issue of a newspaper in general circulation
in Hel ena and a newspaper of general circulation in the county where the
proposed well or hole is |ocated; and

(b) File proof of such publication in the form of a copy of the
page on which the ad appears showing the ad and the date of publication or
an affidavit of the publisher.

(2) Prior to the comrencenent of reconpletion operations on any oi
or gas well, notice shall be delivered to the board of such intention on
Form No. 2, and approval shall be obtained.

(3) Wien a permt is sought for a 320 acre drilling or spacing unit,
Form No. 22 as filed with the board shall include a description of the

| ands to be included.
(4) The staff of the board shall refer an application for permt to

drill to the board for notice and public hearing if:
(a) An interested person shall, as to any application for permt to
drill for which published notice is required, file in the formhereinafter

set forth a witten demand for an opportunity to be heard concerning such
application; or

(b) The staff determnes that a person applying for a drilling
permt or approval of reconpletion operations is not in substantial
compliance with the board's rul es governing the applicant's operations in
Mont ana; or

~(¢) The planned drilling operations require further environnental
revi ew
(5) In those instances where such requests for a permt to dril
have been the subject of notice and public hearing, the board shall, after
such hearing, either
(a) Enter its order granting such permt under such conditions as

the board shall find proper and necessary; or
(b) Enter its order denying the application for the pernit.

(6) A denmand for opportunity to be heard concerning any application
for pernmit to drill for which published notice is required nust:

(a) Be in witing; and

(b) Set forth the nane, address, and tel ephone nunber of
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each party naking the demand, and their ownership interest, if any, in the
| ands surrounding the drill site; and

(c) Set forth the specific reasons why the party requests a hearing
regardi ng the issuance of the proposed drilling permt; and

(d) Be received by the board no later than ten (10) days after the
date of the publication of the notice. Were the notice is not published
on the sane day in the newspapers specified in paragraph (1)(a) of this

rule, the deadline for receiving demands for hearing will be neasured by
the later publication date. Service of such denand may be nmde on the
board personally, by mail, or by FAX transni ssion; and

(e) Be simultaneously served upon the applicant for the permt by

witten copy mailed or FAX transnitted to the address or nunber set forth
in the published notice. A certificate of such service nust acconpany the
denmand as filed with the board.

(7) Surface owner concerns which are subject to the provision of
82-10-504, MCA (Surface Damage and Disruption Payments) will not be the
subj ect of a public hearing before the board. (History: Sec. 82-11-111
MCA; | MP, Sec. 82-11-122, MCA, Eff. 12/31/72; AWVD, Eff. 6/4/77; AVD, 1982
MAR p. 1398, Eff. 7/16/82; AWVD, 1983 MAR p. 82, Eff. 1/28/83; AMD, 1990
MAR. p. 305, Eff. 2/9/90.)

36.22. 602 NOTICE OF I NTENTI ON TO DRILL AND APPLI CATI ON FOR PERM T TC

DRILL (1) A notice of intention and application for permt to drill nust
include a survey plat certified by a registered surveyor and show ng the
| ocation of the proposed well with reference to the nearest lines of an

establ i shed public survey.
(2) An operator may not deviate from the board approved pernit to
drill and conditions thereon w thout approval of the board adm nistrator
The board adm nistrator may inmpose further pernmt nodifications or
conditions at any tine should the factual situation warrant such
nodi fications or conditions. (History: 82-11-111, MCA; |MP, 82-11-122,
MCA; Eff. 12/31/72; AVD, Eff. 6/4/77; AVD, 1982 MAR p. 488, Eff. 3/12/82;
AVMD, 1982 MAR p. 1398, Eff. 7/16/82; AWD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.603 PERMT FEES (1) Notice of intention to drill an oil or
gas well or stratigraphic test well or core hole shall al so be acconpanied
by paynent of a fee, as follows:

(a) for each well whose estimated depth is 3500 feet or |ess, $25.00;

(b) from 3501 feet to 7000 feet, $75.00;

(c) 7001 feet and deeper, $150. 00.

(2) Permts for deepening wells shall require the paynent of fees for
the estinated new total depth; where fees have been paid for the previous
depth, credit shall be given therefor
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(History: 82-11-111 MCA; | MP, 82-11-134 MCA, Eff. 12/31/72; AVD, Eff.
6/4/77; AVD, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22. 604 PERM T | SSUANCE - EXPI RATI ON - EXTENSI ON

(1) If no witten denand for hearing has been filed within ten (10)
days following the date of publication of the notice as specified in ARM
36.22.601 and the planned drilling operations do not require further
environnental review, and the application conplies in all respects with the
applicable rules of the board, a permt shall be issued pronmptly by the
petrol eum engi neer or his authorized agent.

(2) If the application for permt does not conply in all respects
with such rules, said application shall be disallowed, and the petrol eum
engi neer or his authorized agent shall pronptly notify the person of the
reason or reasons for such disall owance

(3) If drilling is not comrenced, no such permt to drill shall be
valid after the expiration of a period of six nonths fromthe date of the
i ssuance thereof by the board or its authorized agents. Any pernittee who

fails to comrence drilling within the six nonths period of the permt nust
file a new application for pernit to drill and pay the fee therefor
(4) A permittee nust advise the board, either verbally or in

witing, of the date of spudding a permitted well within 72 hours of
commencing drilling. (Hstory: 82-11-111 MCA; | MP, 82-11-122 and 82-11-
134 MCA, Eff. 12/31/72; ANVD, Eff. 6/4/77; AWVD, 1982 MAR p. 1398, Eff.
7/ 16/ 82; ANMD, 1990 MAR p. 305, Eff. 2/9/90; AMD, 1995 MAR p. 285, Eff.
2/ 24/ 95.)

36.22.605 TRANSFER OF PERM TS (1) No person to whom a pernit has
been issued shall transfer the permt to any other location or to any other
person until the follow ng requirenents have been conplied wth:

(a) If prior to the drilling of a well the person holding a permt
desires to change the location, he shall submt another notice on Form 2
with a survey plat as specified in ARM 36.22.602. No additional permt fee
is necessary if the estinmated depth is to be the sane as the originally

intended well; but drilling shall not be started until the transfer has
been approved.

(b) If, while a well is being drilled, the person holding a permt
di sposes of his interests in the well, he shall conply with the transfer

requirements set forth in ARM 36.22.1308. (H story: 82-11-111 MCA, | MP
82-11-122 and 82-11-134 MCA, Eff. 12/31/72; ANMD, 1990 MAR p. 305, Eff.
2/9/90; AMD, 1995 MAR p. 285, Eff. 2/24/95.)
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36.22. 606 NOTICE AND ELIGBILITY STATEMENT FOR DRILLING OR
RECOVPLETION IN UNIT OPERATI ONS (1) If the applicant desires a
statenent fromthe petroleum engineer to be filed with another state or
federal agency relating to the need for an additional well or reconpletion
operation, and further, if either the notice applies to a gas well to be
drilled or reconpleted at a location and to a formation, zone, or depth
which is unitized under a unit agreenent approved by the board of oil and
gas conservation pursuant to 82-11-204 through 82-11-216, MCA, and as to
which all applicable well spacing rules and orders, excepting well |ocation
rul es and orders applicable to exterior boundaries shall have been renoved
or the notice applies to a reconpletion within an established spacing unit

in the sane reservoir, the applicant shall file the notice and an
eligibility statement acceptable to the petrol eum engi neer

(2) Such eligibility statement shall justify the need for the
drilling of the new well or the perfornance of the reconpl etion operation
and shall include geol ogi c and engi neering evi dence as may be necessary for

t he petrol eumengineer to determne that the new well or the reconpl etion
operation is needed.

(3) The petrol eum engi neer shall nake a witten finding as to the
sufficiency of the eligibility statenment, including the need for the new
wel |l or the reconpletion operation

(4) Shoul d the petroleum engineer fail to issue a drilling or
reconpletion permt within 10 days of filing the notice and eligibility
staterment, the applicant nmay apply to the board for a determnation for the
need for the new well or the reconpletion operation, and a hearing on such
application shall be held at the next regularly schedul ed neeting of the
board. (History: 82-11-111 MCA; | MP, 82-11-122 and 82-11-134 MCA, Eff.
12/ 31/72; AND, Eff. 6/4/77.)

36.22.607 DRILLING PERM TS PENDI NG SPECI AL FI ELD RULES

(1) Upon recei pt by the board at its Hel ena, Montana, office of an
application or petition from any person requesting the establishnent of
special field rules for spacing of wells within a certain designated area
all or a portion of which is not then subject to field rules or upon a
decision by the board to call a hearing for the establishnment of such
special field rules, applications for pernmts to drill within such area
will be held in abeyance by the board until such tine as the matter has
been fully heard and determ ned, unless the location of the well or wells
in such applications to drill conformto the spacing applied for
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(2) In the event two or nore applications for spacing covering all
or a portion of the sane area are awaiting hearings at the sane tine,
applications for permits to drill within such area will be approved only

if such applications conform to the largest spacing applied for.
(History: 82-11-111 MCA; | MP,
82-11-124 and 82-11-201 MCA, Eff. 12/31/72.)
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Sub- Chapter 7
Wel | Spacing Units
36.22. 701 SPACING UNITS GENERAL (1S HEREBY REPEALED)

(History: 82-11-111 MCA; | MP, 82-11-201 MCA, Eff. 12/31/72; AWVD, 1977 MAR
p. 549, Eff. 9/24/77; REP, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22.702 SPACING OF VELLS In proven oil and gas fields, the
spacing of wells as well as the establishnent of spacing units will be
governed by special field rules for the particular field to be adopted
after notice and hearing. In the absence of special field rules, the
follow ng rules shall govern:

(1) Unl ess a special exception is granted after notice and heari ng,

no stratigraphic test or core hole or wildcat or exploratory well with a
proj ected depth of 6,000 feet or less shall be |located closer than 330 feet
to any legal subdivision line, except that a 75 foot tolerance to nove
closer to the quarter-quarter section lines will be allowed in extrenely
rough terrain where it is inpractical to nove in any other direction, but
only after inspection of the location by a representative of the board and
subsequent approval by the petrol eum engi neer or his authorized agent.
(2) A |l egal subdivision is hereby defined by the board as being a

regular governnent al guarter-quarter section or governnental | ot
correspondi ng thereto, consisting of 40 acres nore or |ess.
(3) No stratigraphic test or core hole or wildcat or exploratory

well with a projected depth between 6,000 feet and 11,000 feet shall be
| ocated closer than 660 feet to any governnental quarter section line
except that a 150-foot tolerance to nmove closer to the quarter section
lines will be allowed in extrenely rough terrain where it is inpractica
to nove in any other direction, but only after inspection of the location
by a representative of the board and subsequent approval by the petrol eun
engi neer or his authorized agent.

(4) Before any stratigraphic test or core hole or wldcat or
exploratory well with a projected depth greater than 11,000 feet may be
conmrenced, two contiguous governmental quarter sections (which may lie in
either one or two governnental sections) shall be designated as the 320-
acre drilling unit for such well. Such designation shall be made by the
operator or operators of the two governnental quarter sections described
in the designation, and the designation shall be subject to administrative
approval by the board.

(5) A stratigraphic test or core hole or wildcat or ex-ploratory
well with a projected depth greater than 11,000 feet
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shall be located no closer than 660 feet to any governnental quarter
section line which is an exterior boundary of a 320-acre

drilling unit and only one well shall be permtted to produce fromthe sane
reservoir within the sane 320-acre drilling unit.

(6) A 320-acre drilling unit is defined by the board as two
conti guous regul ar governnental quarter sections or a nunber of lots that
approxi mate two contiguous quarter sections and consisting of 320 acres
nore or | ess.

(7) Unl ess a special exception is granted after notice and heari ng,
no oil well with a projected depth of 6,000 feet or |less shall be |ocated
closer than 330 feet to any legal subdivision line, and only one well shal
be pernmitted to produce from the sane reservoir within the sane |ega
subdi vi si on.

(8) No oil well with a projected depth between 6,000 feet and
11,000 feet shall be located closer than 660 feet to any governnental
guarter section line, and only one well shall be permtted to produce fron
the sane reservoir within the sane governnental quarter section

(9) Before the drilling of any oil well with a projected depth
greater than 11,000 feet may be commenced, two contiguous governnenta
quarter sections (which may lie in either one or two governnental sections)
shall be designated as the 320-acre drilling unit for such well. Such
designation shall be nmade by the operator or operators of the two
governnmental quarter sections described in the designation, and the
desi gnation shall be subject to adm nistrative approval by the board.

(10) An oil well with a projected depth greater than 11,000 feet
shall be l|ocated no closer than 660 feet to any governnental section or

quarter section line which is an exterior boundary of the 320-acre drilling
unit and only one well shall be pernmitted to produce from the sane
reservoir within the sane 320-acre drilling unit.

(11) Unl ess a special exception is granted after notice of hearing,
no gas well shall be located closer than 990 feet to any governnental
section line, and only one well shall be permtted to produce fromthe sane
reservoir within the sane governnental section. (H story: 82-11-111 MCA
I MP, 82-11-124 and 82-11-201 MCA, Eff. 12/31/72; AVD, 1982 MAR p. 1398,
Eff. 7/16/82.)

36.22. 703 HORI ZONTAL WELLS (1) Unless otherw se nodified herein,
the requirenents of ARM 36.22. 702 shall apply to hori-zontal wells.

(2) For the purpose of determining the size of drilling units and
the perm ssible location of horizontal wells, "pro-jected depth" as used
in ARM 36.22.702 neans the projected true vertical depth of the deepest
hori zontal drainhol e.
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(3) A horizontal well neets the location requirenents of ARM
36.22.702 if the point where the well bore first penetrates the comon
source of supply, the horizontal drainhole end point, and every part of the
wel | bore Iying between these points neet the m ni num di stance requirenents

fromthe drilling unit boundaries that would apply to a vertical well of
the sane projected depth, regardl ess of the surface |ocation proposed.

(4) The operator of a horizontal well nmy designate an optional
drilling unit, which nmust consist of two, three, or four contiguous
drilling units of the size and shape otherw se authorized for a vertical
wel | of the same projected depth. The operator nust receive admnistrative
approval of the optional drilling unit before starting to drill the
hori zontal drainhol e. M ni mum di stance requirenments fromdrilling unit
boundaries that would apply to the contiguous drilling units apply to the
optional drilling unit, except that such requirenments do not apply to the
common boundary of the contiguous units. Any operator designating an
optional drilling unit under this section nust apply for proper well
spacing within 90 days after the conpletion of a well capable of
producti on.

(5) Wthin 30 days after conpletion of a horizontal well, the

operator nust file with the board a conplete and accurate directional
survey showing the location, direction, and length of each horizontal
drai nhol e and denonstrating that all drainholes are at |ocations permtted
by this rule or by a board | ocation exception order.

(6) In those cases where a horizontal well is drilled follow ng an
initial vertical penetration of the target horizon, or the horizontal well
includes nore than one horizontal drainhole, the conpletion report
subm tted under ARM 36.22.1011 nust adequately describe each well path.

(Hstory: Sec. 82-11-111 MCA; |MP, Sec. 82-11-124 and 82-11-201 MCA; NEW
1992 MAR p. 654, Eff. 4/1/92; AMD, 1995 MAR p. 285, Eff. 2/24/95.)

Sub- Chapters 8 and 9 Reserved
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Sub- Chapter 10
Drilling

36.22.1001 ROTARY DRI LLI NG PROCEDURE Unless altered, nodified, or
changed by the board for particular common sources of supply, the follow ng
rules apply to drilling wells with rotary tools.

(1) Suitable and safe surface casing nust be used in all wells
Sufficient surface casing nust be run to reach a depth below all fresh
water | ocated at |evels reasonably accessible for agricultural and donestic
use. Surface casing nust be set in or through an inpervious fornmation and
must be cenented by the punp- and-plug or displacenent nethod wth
sufficient cement to circulate to the top of the well. If it becones
necessary to run a production string, such string nust be cenented by the
punp-and-plug nethod or any other nethod approved by the board
admi ni strator and rmust be properly tested by the pressure nethod before
cenent plugs are drilled.

(2) Al cenented casing strings shall stand under pressure until the
cenent has reached a conpressive strength of 300 pounds per square inch
provi ded, however, that no tests shall be commenced until the cenent has
been in place for at |least 8 hours. The requirenment "under pressure" as
used herein will be conplied with if one float valve is used or if pressure
is otherw se held.

(3) Blowout prevention equi pnent nust be installed and mai ntai ned on
all wells in accordance with the requirenments of ARM 36. 22. 1014.

(4) Freshwater-based drilling fluid or air nust be used when drilling
the surface hole prior to setting surface casing and when drilling through
freshwater aquifers anywhere within the state of NMbontana. (Hi story:

82-11-111, MCA; |1 MP, 82-11-123 and 82-11-124, MCA;, Eff. 12/31/72; AVD, Eff
7/5/75; AMD, 1982 MAR p. 1205, Eff. 6/18/82; AVD, 1982 MAR p. 1398, Eff.
7/ 16/ 82; ANMD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1002 CABLE DRILLING PROCEDURE (1) Before comencing to dril

a well, the operator nust construct proper and adequate slush pits
according to the plan in the application for pernit to drill approved by
t he board.

(2) |If cable tools are used, sufficient casing must be set to protect
all fresh water located at |evels reasonably accessible for agricultura
and donestic use, and, before drilling below the casing point proceeds,
such casing nust be tested by bailing to ensure a shutoff.

(3) Natural gas that may be encountered in a substantial quantity in
any section of a cable-tool-drilled hole above the ultinmate objective nust
be shut off with reasonable diligence and confined to its original source.

Any gas escaping fromthe
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well during drilling operations must be conducted a safe distance fromthe
well site.

(4) A casing program adopted for cable-tool-drilled wells nust be so
planned as to protect any potential oil- or gas- bearing horizons
penetrated during drilling frominfiltration of injurious waters from ot her
horizons, to prevent the migration of oil or gas from one horizon to
another, and to prevent mgration of oil, salt water, or other contam nants
into freshwater aquifers.

(5) Freshwater-based drilling fluid nmust be used when drilling the
surface hole prior to setting surface casing and when drilling through
freshwater aquifers anywhere within the state of NMbontana. (Hi story:

82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA;, Eff. 12/31/72; AVD, Eff
7/5/75; AMD 1982 MAR p. 1205, Eff. 6/18/82; AMD, 1982 MAR p. 1398, Eff.
7/16/82; ANMD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1003 VERTI CAL DRI LLI NG REQUI RED - DEVI ATI ON

(1) Al wells shall be so drilled that the horizontal distance between
the bottomof the hole and the location at the top of the hole shall be at
all times at a practical mnimm unless authorization for controlled
directional drilling has been obtai ned.

(2) Before beginning controlled directional drilling, except for the
purpose of straightening the hole, sidetracking junk, or correcting
mechani cal difficulties, where the intent is to direct the bottom of the
hole away from the vertical, notice of the intention to do so shall be
filed with the board on Form No. 2 and adninistrative approval obtained.

Such notice shall state clearly the depth, exact surface |ocation of the
wel |l bore, proposed direction of deviation, and proposed horizontal
di stance between the bottom of the hole and the surface |ocation. | f
approval is obtained, the owner shall file with the board within 30 days
after the conpletion of the work an accurate and conplete copy of the

survey nmade. Adm nistrative approval for controlled directional drilling
is not available where the proposed bottonmhole location is not in
conpliance with applicable field or statewide well |locations rules.

(History: 82-11-111, MCA, | MP, 82-11-123 and 82-11-124, MCA; Eff. 12/31/
72; AMD, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22.1004 DUAL COWPLETION OF VELLS (1) No well may be dually
completed or dually reconpleted without first notifying the board on Forn
No. 2 and each offset operator in witing at |least 10 days prior to the
commencenent of such conpletion or reconpletion operation, and w thout
approval of the petrol eum engi neer or his authorized agent obtained after
such 10 days. |If within such 10 days any offset operator files with the
board a witten protest to the proposal, the matter shall be
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i medi ately set down for hearing after notice, and the well shall not be
compl eted or reconpleted until pernmitted by order of the board after such
hearing (Hstory: 82-11-111, MCA, IMP, 82-11-123 and 82-11-124, MCA Eff.
12/31/72; AVD, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22.1005 DRILLING WASTE DI SPCSAL AND SURFACE RESTORATION (1) The
operator of a drilling well nust contain and di spose of all solid waste and
produced fluids that accurulate during drilling operations so as not to
degrade surface water, groundwater, or cause harmto soils. Said waste and
fluids nmust be disposed of in accordance with all applicable local, state
and federal |aws and regul ati ons.

(2) Wien a salt-based or oil-based drilling fluid is used to drill
a well located within a floodplain, as defined by ARM 36.15.101, or in
irrigated cropland, drilling waste and produced fluids that accunul ate
during drilling operations nust be disposed of off-site in a nmanner all owed
by local, state, and federal |aws and regul ations unless an alternative on-
site disposal nethod is approved in witing by the board adm ni strator

(3) The operator of a drilling well nust construct, close, and
restore any reserve pits in a manner that will prevent harmto the soil and
wi Il not degrade surface waters or groundwater. Wen a salt-based or oil-
based drilling fluid is used, the reserve pit nust be lined with a
synthetic |liner approved by the board admi nistrator

(4) Wthin 10 days after the cessation of drilling or conpletion
operations, all hydrocarbons nmust be renoved from earthen pits used in
association with drilling or conpletion operations or such pits nust be
fenced, screened, and netted. Such pits that contain water with nore than
15,000 parts per mllion total dissolved solids or salt-based drilling
fluids nust be fenced within 90 days after the cessation of drilling and
conpl eti on operations.

(5) Earthen pits used in association with drilling and conpletion
operations nust not be used for the disposal of any additional fluids or
materials after the cessation of drilling and conpl eti on operations.

(6) Al earthen pits used in association with drilling and conpl eti on
operations nust be closed and the surface restored according to board
specifications within one year after the cessation of drilling operations.

Upon written application by the operator, an exception to the one-year pit
closure requirement may be granted in witing by the board adm ni strator
upon a showi ng that:

(a) no dunping or disposal of waste or fluids in the pit will occur

and
(b) del ayed closure of the pit wll not present a risk of
contam nation to soils or water or a hazard to ani mals or
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persons. (Hi story: 82-11-111, MCA: | MP, 82-11-123 and 82-11-
124, MCA; Eff. 12/31/72; AWVD, Eff. 7/5/75; ANMD, 1992 MAR p. 654, Eff.
4/ 1/ 92) .

Rul es 36.22.1006 through 36.22. 1010 Reserved
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36.22.1011 WELL COVPLETI ON AND RECOVPLETI ON REPORTS

(1) Wthin 30 days after the conpletion of a well drilled for oil or
gas (except a wildcat or exploratory well), a conpletion report shall be
filed with the board on Form No. 4.

(2) Wthin 30 days after the conpletion of any repair, deepening
reconditioning, reperforating, or reconpletion, a detailed report of work
done and results obtained shall be filed with the board on Form No. 2
(Hi story: 82-11-111, MCA, | MP, 82-11-123 and 82-11-124, MCA, Eff.
12/31/72; AND, Eff. 7/5/75.)

36.22.1012 SAMPLES OF CORES AND CUTTINGS (1) Any owner or operator
drilling or deepening a well for oil or gas nust deliver prepaid to the
board at the office stipulated on the approved permt to drill a conplete
and representative sanple of the core chips and a dry, washed set of
cuttings within a period of 6 nonths after the conpletion or abandonnent
of such well.

(2) A conplete and representative sanple of core chips and a dry,
washed set of cuttings froma stratigraphic well nust be delivered prepaid
to the board at the office stipulated on the approved pernmt to dril
within 3 years of the conpletion of the stratigraphic well.

(3) The board may at its discretion relieve any owner or operator
from the obligation to so deliver sanples of core chips or cuttings.
(H story: 82-11-111, MCA I MP, 82-11-125, MCA; Eff. 12/31/72; AVD, 1982 MNAR
p. 1398, Eff. 7/16/82; AVD, 1982 MAR p. 2149, Eff. 12/17/82; AWD, 1983 MAR
p. 1195, Eff. 8/26/83; AMD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1013 FILING OF COWLETION REPORTS, WELL LOGS, ANALYSES
REPORTS, AND SURVEYS (1) The owner or operator nmust run an electrical
radioactivity, or simlar petrophysical log or conbination of |ogs
sufficient to determine fornmation tops fromtotal depth to the base of the
surface casing unl ess wai ved by the board admi ni strator

(2) Wthin 30 days after the conpletion, reworking, or abandonnent
of any well drilled to known productive horizons within a delineated field,
the operator or owner must transmt to the board three copies of Form4
four copies of Form 2, and two copies of all well logs; drill stemtest
survey reports; sanple and core description |ogs, anal yses, reports, water
anal yses; and all other |ogs, surveys, and reports run or nmade.

(3) In the case of a wldcat or exploratory well, the owner or
operator nust transnit to the board within 6 nonths after conpletion or
abandonnent three copies of Form4, four copies of Form 2 and two copies
of all |ogs, surveys, reports, and analyses run or nade as described in
subsection (2). |In the case of a stratigraphic well, said information nust
be sent to the board within three years fromthe date of conpletion
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(Hstory: 82-11-111, MCA, | MP, 82-11-123, MCA, Eff. 12/31/72; AVD, 1982 MAR
p. 1398, Eff. 7/16/82; AVD, 1982 MAR p. 2149, Eff. 12/17/82; AWD, 1983 MAR
p. 1195, Eff. 8/26/83; AMD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1014 BLOMNUT PREVENTI ON AND VEELL CONTROL EQUI PMENT (1)
Unl ess otherwise provided for by the permt to drill issued under ARM
36.22. 601 and ARM 36. 22. 602, or by board order issued after public notice
and hearing, the owner nust provide blowout preventers and well contro
equi pnent on all wells in accordance with the follow ng rul es.

(a) For wells in areas of abnormal or unknown formation pressures,
proper bl owout preventers nust consist of hydraulically-operated single or
doubl e ramtype preventers with at | east one pipe ramand one blind ram
and an annul ar-type preventer. Additional equi pnent nust include upper and
| oner kelly cocks; mud pit level indicators with alarnms and/or flow sensors
and alarnms; and choke nmanifolds, kill lines, and other well control
equi pnent sufficient to handle all pressure kicks. Accumul at ors mnust
mai ntain a pressure capacity reserve at all tinmes to provide for the
operation of the hydraulic preventers and val ves with no outside source of
pressure.

(b) For devel opnent wells and in all areas of known formation
pressures, blowout prevention and well control equi pnent nust be install ed.

(c) The owner nust maintain all blowout prevention and well contro
equi pnent i n good working order

(2) Drilling spools for blowout preventer stacks nust neet the
foll owi ng m ni nrum specifications:
(a) for working pressures rated at 3,000 or 5,000 pounds per square

inch (psi), flanged, studded, or clanped side outlets of no less than 2
i nches nomi nal dianeter

(b) for working pressures rated at 10,000 and 15,000 psi, one 2-
inch side outlet and one 3-inch side outlet.

(3) The rated working pressure of all blowout preventers and well
control equiprent must equal or exceed the maxi mum antici pated pressure to
be contained at the surface.

(4) Wl | head outlets nmust not be used for choke or kill lines in
areas of abnormal or unknown formation pressures. Such outlets nmay be
enpl oyed for auxiliary or back-up connections to be used only if the
primary control systemfails.

(5) The owner or operator mnust test blowout prevention and well
control equi pment according to the follow ng standards.
(a) Ramtype blowout preventers and well control equipnent,

i ncludi ng casing, nust receive initial pressure testing to the |east of the
manufacturer's fullworking pressure rating of the equi pnent, 50 percent of
the mninuminternal yield pressure of any casing subject to test, or one
psi per foot of the |ast
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casing string depth. Annular-type bl owout preventers nust receive initial
pressure testing in conformance with the
manuf acturer's published reconrendati ons.

(b) If, for any reason, a pressure seal is disassenbled, the owner
or operator nust test the full working pressure of that seal before
resuming drilling operations. However, if the affected seal is an integra

part of the blowout preventer stack, the owner or operator nmy obtain
perm ssion froma board representative to proceed w thout testing the seal

(c) In addition to the initial pressure tests, the owner or
operator nust check ram and annul ar-type preventers for physical operation
each trip but not nore than once each twenty-four (24) hour period.

(d) Al'l bl owout preventer conponents, with the exception of annul ar
preventers, mnust be tested nonthly to the least of 50 percent of the
manuf acturer's rated pressure, the maximum anticipated pressure to be
contained at the surface, one psi per foot of the |last casing string depth,
or 70 percent of the minimuminternal yield pressure of any casing subject
to test.

(e) The owner or operator must note all tests of blowout preventer
and well control equipnent on the driller's log, which nust be nmade
avail able to the board upon request. The board may require the operator
or the drilling contractor to provide a signed and sworn affidavit
attesting to the sufficiency of the bl owout prevention equi pnrent and any
testing of such equipnent.

(6) The owner or operator nust submit a schematic diagram of the
proposed bl owout prevention and well control equi pnment with the application
for permit to drill.

(7) In areas where hydrogen sulfide or sour gas nmay be encountered,
the followi ng additional equipnent and precautions are required:

(a) a bl owout preventer closing unit located in a safe place easily
accessible to rig personnel

(b) a renote auxiliary choke control panel to operate the choke
mani fold set up at a safe distance upwind fromthe rig fl oor

(c) a remote kill line sufficient to pernmit use of an auxiliary
hi gh- pressure punp.

(d) the placenent of the drilling fluid inlet line to the degasser
close to the drilling fluid discharge line fromthe nud/ gas separat or

(e) provisions to flare toxic gases with an adequate degasser,

di scharge lines, check valves, a vertical flare stack, and a gas ignition
system

(f) provisions for personnel training; personnel protective
equi pnent including sensors, alarns, and breathing equipnent; warning
signs; and wind direction flags to safeguard against injury or death.
(History: 82-11-111, MCA; |WMP, 82-11-121, 82-11-123 and 82-11-124, MCA
NEW 1992 MAR p. 654, Eff. 4/1/92.
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Sub- Chapter 11
Safety

36.22.1101 FIRE HAZARD PREVENTION (1) Any rubbish or debris that
m ght constitute a fire hazard shall be renoved to a distance of at |east
150 feet fromthe well site, tanks, and reservoirs. Al waste oil shal
be burned or disposed of in a nanner to avert creating a fire hazard. The
owner shall take all available precautions to prevent any oil or gas well
from bl owi ng open and shall take i medi ate steps and exerci se due diligence
to bring under control any "wild" or burning oil or gas well. (History:
82-11-111, MCA; | MP, 82-11-123 and 82-11-
124, MCA; Eff. 12/31/72; AVD, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22.1102 FIRE WALLS REQU RED (1) Wen it is deened necessary by
the board to protect life, health, or property, the board may require any
| ease tanks or oil storage tanks to be surrounded by an earthen di ke which
shall have a capacity of 1 1/2 times the capacity of the tank or tanks
it surrounds and which dike shall be continually maintained; and the
reservoir within shall be kept free from vegetation, water, or oil
(History: 82-11-111, MCA; |IMP, 82-11-123 and 82-11-124, MCA; Eff
12/31/72.)

36.22.1103 NOTI FI CATI ON AND REPORT OF EMERGENCI ES AND UNDESI RABLE
I NCIDENTS (1) The owner or operator of a facility nust give I nmediate
notice by telephone to an authorized representative of the board and a
witten report to the board admi nistrator within five working days of any
of the foll owi ng energenci es:

(a) the spill, leak, or release of nore than 50 barrels of oil or
wat er containing nore than 15,000 parts per nillion (ppm total dissolved
solids (TDS);

(b) the spill, leak, or release of any ambunt of oil or of water

containing nore than 15,000 ppm TDS that enters surface water or
gr oundwat er ;

(c) the spill, leak, or release of any anmount of produced water
t hat degrades surface water or groundwater

(d) the rel ease of any anount of gas with concentrations of 100 or
nore ppm hydrogen sulfide that is not inmediately controlled;

(e) any fire; and

(f) any bl owout.

(2) The owner or operator nmust file a witten report with the board
adm nistrator within five working days after any of the foll ow ng:

(a) the spill, leak, or release of ten (10) or nore barrels of oi
or water containing nore than 15,000 ppm TDS t hat
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is not conpletely contained within tank firewalls; and

(b) the escape or rel ease of over 3,000 MCF of gas.

(3) The witten and tel ephone reports referred to in parts (1) and
(2) of this rule nmust include the follow ng information

(a) the location of the facility involved in sufficient detail that
the site of the energency can be readily | ocated on the ground;

(b) an estimation of the quantity of oil, water or gas |ost,
destroyed, or permitted to escape;

(c) steps that have been or will be taken to renedy the situation
and the tine schedule for each; and

(d) any injuries or property danmage.

(4) The owner or operator nust file with the board admi nistrator

any supplenental report that may be required by the board in connection
wi th any individual energency or undesirable incident.

(5) The reporting required by this rule is in addition to all other
reporting required by other applicable |ocal, state, and federal |aws and
regul ations. (Hstory: 82-11-111, MCA; | MP, 82-11-123, MCA, Eff. 12/31/72
AMD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1104 CONTROL AND CLEANUP (1) The owner or operator nmnust
promptly control and clean up any |eak, spill, escape, or discharge,
regardl ess of the anount of oil, produced water, water containing nore than
15, 000 ppm TDS, or gas involved. (Hstory: 82-11-111, MCA | M, 82-11-123
MCA; NEW 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1105 SOLID WASTE (1) Solid waste associated with oil and gas
expl oration or production activities nust be disposed of according to all
applicable local, state, and federal |laws and regulations. (History: 82-
11-111, MCA; | MP, 82-11-123, MCA; NEW 1992 MAR p. 654, Eff. 4/1/92.)
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Sub- Chapter 12
Pr oducti on

36.22.1201 SURFACE EQUI PNVENT (1) Wellhead equipnent shall be
installed and maintained Iin satisfactory condition so that static
bottom hol e pressures and operating gas-oil ratios nmay be obtained at any
time. Valves shall be installed so that pressure can be readily obtained
on both casing and tubing. However, exceptions nay be granted by the
petrol eum engi neer or his authorized agent when warranted by operating
practices. (H story: 82-11-111, MCA, | MP, 82-11-123 and 82-11-124, MCA
Eff. 12/31/72.)

36.22.1202 | DENTIFICATION (1) The owner shall pernanently mark al
wel l's, producing properties, and tanks in a conspicuous place with his
nane, |ease nane, and, as to a well, nunber of the well and |egal
description of the well. (H story: 82-11-111, MCA, | M, 82-11-123, MCA
Eff. 12/31/72.)

36.22.1203 CHOKES REQU RED (1) Al flowing oil wells shall be
equi pped with chokes or other adequate control equipnent to insure proper
and safe operations during nornmal production practices. (Hi story:
82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA; Eff. 12/31/72.)

36.22. 1204 SEPARATORS REQUI RED (IS HEREBY REPEALED) (History: 82-
11- 111, MCA, INMP, 82-11-123 and 82-11-124, MCA, Eff. 12/31/72; REP, 1992
MAR p. 654, Eff. 4/1/92.)

36.22.1205 VACUUM PUMPS PROHI BI TED (1) The use of vacuum punps for
t he purpose of putting a vacuum on any gas or Oil -
bearing stratumis prohibited; however, the board nmay upon application and
for good cause shown permit the use of vacuum punps. (H story: 82-11-111,
MCA;, | MP, 82-11-124, MCA, Eff. 12/31/72; AWD, 1982 MAR p. 1398, Eff.
7/ 16/ 82.)

36.22.1206 TUBING REQURED (1) Al flowing oil wells shall be
equi pped with and produced through tubing, unless the well is a dual
conpletion. (History: 82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA
Eff. 12/31/72.)

36.22.1207 EARTHEN PITS AND OPEN VESSELS (1) Waste oil, oil sludge,
tank bottonms, nerchantable oil, petrol eum products, hazardous wastes, or
hazardous or del eterious substances nust not be stored, disposed of, or
retained in earthen storage pits or in open vessels.

(2) The owner or operator nmay rmake tenporary use of an unlined earthen
pit toretain oil or water in the event of an energency or to retain fluids
generated in reconpletion or
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wor kover operations. The oil, water, and contam nants nust be renoved from
t he energency, reconpletion or workover pit within forty-eight (48) hours
and disposed of in a manner that wll not degrade surface water or

groundwat er or cause harmto soils. An owner or operator nust apply for
and obtain a permt under ARM 36.22.1227 to construct or operate a
permanent energency pit. Repeated use of an earthen pit or pits to contain
oil or water spills from an inproperly or inadequately designed or
mai nt ai ned production facility does not constitute an "energency" for
purposes of this rule. (H story: 82-11-111, MCA; |MP, 82-11-123 and
82-11-124, MCA; Eff. 12/31/72; AVD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1208 PRODUCI NG FROM DI FFERENT POOLS THROUGH THE
SAME CASING No well drilled after January 1, 1954, shall be permtted to
produce either oil or gas fromdifferent pools through the sane string of
casing without first receiving witten perm ssion fromthe board, which may
require at the discretion of the board notice and hearing. (Hi story:
82-11-
111, MCA; I WP, 82-11-123 and 82-11-124, MCA; Eff. 12/31/72.)

Rul es 36.22.1209 through 36.22. 1212 Reserved
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36.22.1213 RESERVO R OR POOL SURVEYS (1) As directed by
t he board, surveys shall be nmade of the reservoirs or pools in this state
containing oil and gas. These surveys shall be thorough and conpl ete and
shall be nmade by the operator or his agent under the supervision of agents
of the board. The condition of the reservoirs or pools containing oil and
gas, and the practices and nethods enployed by the operators shall be
i nvesti gat ed.

(2) The source of crude oil and natural gas, the pressure of the
reservoir as an average, the areas of regional or differential pressure,
stabilized gas-o0il ratios and water-oil ratios, and the producing
characteristics of the field as a whole and of the individual wells wthin
the field shall be specifically included.

(3) Provided, however, the board will accept fromfield engineering
commi ttees (petrol eum engi neering, geological, and statistical groups) or
persons engaged in the petroleumindustry in such an advisory capacity a
periodic record of the physical behavior of the oil and gas reservoirs of
Montana. These factual data shall be gathered and arranged in such fashion
as to pernmit rapid evaluation by the board of the oil and gas recovery
efficiency of the individual reservoir or pools. (Hstory: 82-11-111, MCA
I MP, 82-11-123 and 82-11-124, MCA, Eff. 12/31/72; AVD, 1982 MAR p. |398,
Eff. 7/16/82.)

36.22.1214 SUBSURFACE PRESSURE TESTS Wthin 30 days follow ng the
compl etion of each well in any pool whether such well produces oil or gas
or both, the owner of such well shall make a subsurface pressure test on
such well and shall report the results thereof to the board on Form No. 11
within 20 days after such test is nade. Each such well shall remain
conpletely shut in for at least 24 hours prior to the test. The subsurface
determ nation shall be obtained as close as reasonably possible to the
m dpoi nt of the productive section of the reservoir. Further, the board
will require periodic subsurface pressure neasurenents on a sufficient
nunber of wells in any pool to provide adequate data for establishing
maxi mum efficient rates of production (ME R). (Hstory: 82-11-111, MCA
| MP, 82-11-

123 and 82-11-124, MCA; Eff. 12/31/72.)

36.22.1215 STABILIZED PRODUCTION TEST Wthin 60 days follow ng the
conpl etion or reconpletion of an oil well, the operator shall file with the
board's petroleum engineer at its Billings office the results of a
stabilized production test of at least 72 hours duration showi ng the
average daily oil production and average daily gas production during the
test period. (H story: 82-11-111, MCA; | MP, 82-11-123 and 82-11-

124, MCA; NEW 1978 MAR p. 1425, Eff. 10/13/78.)
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36.22.1216 GAS-O L RATIO TESTS Wthin 30 days following the
conpletion and wthin 30 days follow ng each reconpletion of each well
producing oil and either gas or casinghead gas or both, the owner of such
wel |l shall nmake a gas-oil ratio test of such well and the results of such
test shall be reported to the board on Form No. 11 within 20 days after the
test is made. Al so, thereafter, each operator shall nmake a gas-oil ratio
test at such other tine or tines as the board may hereafter designate, and
simlarly report the results of each such test within the tinme specified.

(History: 82-11-111, MCA, | MP, 82-11-123 and 82-11-124, MCA; Eff.
12/31/72.)

36.22.1217 WATER PRODUCTI ON REPORT The owner of each

wel | which produces both oil and water shall separately deternmine the
amount of water produced along with the oil each nonth and shall each nonth
report to the board the quantity of such water produced along with the oil

Such report shall be nmade on Form No. 6 by the |ast day of the succeeding
month. (Hstory: 82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA; Eff.
12/ 31/

72; AVD, 1984 MAR p. 931, Eff. 6/15/84.)

36.22.1218 GAS TO BE METERED Al |l gas when produced and sol d shal
be netered and reported to the board at 14.73 PSIA at 60° Fahrenheit,
unl ess otherwi se permtted by the board. (H story: 82-11-111, MCA; | MNP,
82-11-123, MCA; Eff. 12/31/72; AVD, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22.1219 GAS WASTE PRCHI BI TED After conpletion of a gas well, no
gas shall be permtted to escape into the air, except that required for
periodic testing or cleaning of the well bore. (H story: 82-11-111, MCA
| MP, 82-11-123 and 82-11-124, MCA, Eff. 12/31/72.)

36.22.1220 ASSOCI ATED GAS FLARI NG LI M TATI ON - APPLI CATI ON TO EXCEEC
- BOARD REVIEWAND ACTION (1) |If the average daily gas production exceeds
100 MCFG and the operator intends to flare or otherwise waste the
associ ated gas, the well may not produce nore than an average of 100 MCFC
per day each calendar nonth after the 60 day test required by Rule
36.22.1215 until such tinme as further relief nmay be granted by the board
pursuant to subsections (2) and (3).

(2) |If the operator wishes to flare nore than an average of 100 MCFC
per day each cal endar nonth, the operator must submit with the production
test results a statement justifying the need to flare or otherw se waste
nore than that anount.
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The statenment should include such informati on as a gas anal ysis, estinated
gas reserves, proximty of the well to a market, estinmated gas price at the
nearest market, estimated cost of marketing the gas, reinjection potential
or other conservation-

oriented disposition alternatives, anount of gas used in | ease operations,
and any other information pertinent to a determ nati on of whether nmarketing
or not narketing or otherw se conserving the associated gas is economcally
f easi bl e.

(3) The petroleumengineer will review the justification statenent
with the board at its next regularly schedul ed neeting. The board may
el ect to:

(a) docket a hearing for the operator to show further cause why it
should be allowed to flare or otherwi se waste nore than an average of 100
MCFG per day each cal endar nont h;

(b) restrict production until the gas is marketed or otherw se
beneficially utilized; in which case the operator nay docket a hearing on
his own behalf to seek further relief; or

(c) take any other action the board deens appropriate in the
circumstances. (History: 82-11-111, MCA, | MP, 82-11-123 and 82-11-124,
MCA; NEW 1978 MAR p. 1425, Eff. 10/13/78; AMD, 1982 MAR p. 1398, Eff.

7/ 16/ 82.)

36.22.1221 BURNING OF WASTE GAS REQUIRED (I) Al gas vented to the
at nosphere at a rate exceeding 20 MCF per day for a period in excess of 72
hours shall be burned. Al operators of wells venting any quantity of gas
containing 20 parts per mllion or nore of H,S shall insure that workable
ignitor systens are installed on such wells and take whatever other steps
that may be necessary to insure that all such waste gas is burned and not
vented to the atnobsphere. No variance fromthis rule is allowed wthout
witten authorization of the board.

(2) Any operator seeking a variance fromthis rule nmust submt a
production test and a statenment justifying the need for a variance. The
statenent should include such infornmation as potential human exposure
relative isolation of location; restriction of access to | ocation such as
fence, warning signs, etc.; |low gas volune; and | ow BTU content.

(3) The board staff will reviewthe justification statenent with the
board at its next regularly schedul ed hearing. The board nay el ect to grant
or deny the application or schedule a hearing thereon. An operator whose
application for variance is denied without a hearing nay request a hearing.

(H story: 82-11-111, MCA; |MP, 82-11-123, MCA; NEW 1984 MAR p. 1042, Eff.
7/ 13/ 84.)

36.22. 1222 HYDROGEN SULFIDE GAS (1) The owner or operator of an oi
or gas well drilled after the effective date of this rule that produces
nore than 20 MCF of gas per day containing nore than 20 parts per mllion
hydr ogen sul fi de nust subnit a
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hydr ogen sul fide gas report to the board with Form4 after the
conpl etion of the well.

(2) The owner or operator of an oil or gas well drilled and
conpleted prior to the effective date of this rule that produces nore than
20 MCF of gas per day containing nore than 20 parts per mllion hydrogen
sul fide nust submit a hydrogen sulfide gas report with Form 2 within 12
nont hs after the effective date of this rule.

(3) When nore than one well produces casinghead gas into a conmon
production facility, the hydrogen sulfide gas report required by
subsections (1) and (2) of this rule may be subnmitted for the facility in
lieu of the subm ssion of a report for each well that produces into the

facility.

(4) The hydrogen sul fide gas report required under this rule nust
include the follow ng information

(a) the nanme and | ocation of the well(s);

(b) t he nane and address of the operator or owner of the well(s);

(c) the nane(s) and depth(s) of the hydrogen-sulfide-producing
geol ogi ¢ formation(s); and

(d) a gas analysis that indicates the percent concentration of
net hane, hydrogen sul fide, carbon dioxide, ethane, butane/pentanes, and
ot her constituents.

(5) The owner or operator of a production facility with the
potential of accunul ating hydrogen sulfide gas in concentrations of 100
parts per mllion or nore nust take neasures to restrict and warn agai nst

access to the facility and nust install a w nd sock and hydrogen sul fide
warning signs at such facility. (Hstory: 82-11-111, MCA, | M, 82-11-123
and 82-11-124, MCA; NEW 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1223 FENCI NG SCREENING AND NETTING OF PITS

(1) Open storage vessels, earthen pits, or ponds that contain oi
nust be fenced, screened, and netted.

(2) Open receptacles, earthen pits, or ponds that contain produced
water with nore than 15,000 parts per mllion total dissolved solids nust
be fenced.

(3) This rule does not apply to earthen pits used solely for the
purpose of drilling, completing, reconpleting, working over, or plugging
a well. (Hstory: 82-11-111, MCA] |MP, 82-11-123 and 82-11-124, MCAL NEW
1992 MAR p. 654, Eff. 4/1/92.)

Rul es 36.22.1224 and 36.22. 1225 Reserved
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36.22.1226 DI SPCSAL OF WVATER (1) Produced water containing 15,000
parts per mllion (ppm or less total dissolved solids (TDS) may be
retained and di sposed of in any nmanner allowed by |aw that does not degrade
surface waters or groundwater or cause harmto soils.

(2) Produced water containing nore than 15,000 ppm TDS nust be
di sposed:
(a) by injection into an approved Cass Il injection well; or

(b) into board-approved lined or unlined earthen pits if the operator
can show on pernit application Form 23 that the volune of water to be
di sposed of per pit will not exceed five (5) barrels per day on a nonthly
basis and the produced water will not degrade any existing surface water
or groundwater source or cause harmto soils.

(3) Produced water containing nore than 15,000 ppm TDS may be
tenporarily retained in storage tanks or board-approved, lined earthen pits
or ponds prior to injection. The earthen pits or ponds nust be constructed
and mai ntained in accordance with ARM 36.22. 1227.

(4) Discharges of produced water nmust be in conpliance with all
applicable local, state, and federal water quality |aws and regul ati ons.

(History: 82-11-111, MCA, |MP, 82-11-123 and 82-11-124, MCA; Eff.
12/ 31/ 72; AND, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1227 EARTHEN PITS AND PONDS (1) No person shall construct or
use an earthen pit or pond in association with a production facility
wi thout first obtaining a pernmit from the board. Such earthen pits or
ponds that exist prior to the effective date of this rule nust be pernmtted
or closed and restored according to board specifications within 12 nonths
after the effective date of this rule.

(2) Earthen pits or ponds that receive produced water containing nore
than 15,000 parts per mllion (ppm total dissolved solids (TDS) in vol unes
greater than five (5) barrels per day on a nonthly basis nust:

(a) be constructed in cut material or at |east 50 percent bel ow
original ground |evel;
(b) be lined with an inperneable synthetic liner, or, if the botton

of the pit or pond is underlain by porous, perneable, sharp, or jagged
material, the pit or pond nust be lined with at |east 3 inches of conpacted
bentonite prior to setting the inperneable synthetic liner

(c) be constructed above the high water table;

(d) not be located in a floodplain as defined by ARM 36.15. 101, or
inirrigated cropland;

(e) be berned or diked and have at |east 3 feet of freeboard at al
ti mes between the surface of the water and the top of the banks, berns, or
di kes of the pit or pond;
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(f) be fenced, screened, and netted in accordance with ARM
36.22.1223; and

(9) not be used for disposal of hazardous wastes or hazardous or
del et eri ous subst ances.

(3) The board adm nistrator may i npose nore restrictive earthen pit

or pond construction or operation requirenments as nay be necessary to
prevent degradation of water or harmto soils.

(4) Sections (2)(a) through (2)(f) of this rule do not apply to
energency pits as all owed by ARM 36. 22. 1207, nor does this rule apply to
tenporary earthen pits, including reserve pits, approved by the board under
a valid pernmit to drill unless such pits remain open and unrestored for
nore than 12 nonths after the cessation of drilling or conpletion
operations. (H story: 82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA;
Eff. 12/31/72; AMD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1228 DI SPOCSAL BY I NJECTION (IS HEARBY REPEALED) (Hi story:
82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA; Eff. 12/31/72; REP, 1997

MAR p. 1589, Eff. 9/9/97.)

36.22.1229 WATER | NJECTI ON AND GAS REPRESSURING (1) The owner or
operator of any well nmay inject water or gas under pressure into a
formation containing oil or gas for the purpose of obtaining oil or gas
fromthe reservoir upon application, hearing, and approval by the board.

(2) Wells used for the injection of water or gas into a producing
formation shall be cased with sound casing so as not to pernit |eakage, and
the casing cenented in such manner as to protect oil, gas, or fresh water
reservoirs. (Hstory: 82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA
Eff. 12/31/72.)

36.22.1230 APPLI CATI ON - CONTENTS AND REQUI REMENTS (IS HEARBY
REPEALED) (Hi story: 82-11-111, MCA; | MP, 82-11-123 and Sec. 82-11-124,
MCA, Eff. 12/31/72; REP, 1997 MAR p. 1589, Eff. 9/9/97.)

36.22.1231 NOTI CE OF APPLICATION - OBJECTIONS (1) Noti ce of
application for enhanced recovery or gas repressuring shall be given by the
applicant by mailing or delivering a copy of the application to each
operator of drilling or producing wells or of wells which have produced
within one-half nmile radius of the proposed input well or wells. Such
notice shall be nmmiled or delivered on or before the application is mailed
to or filed with the board

(2) Objections or conplaints stating the reasons why the proposed
plan as contained in the application nmay cause danage to oil, gas, or fresh
water reservoirs nust be filed within 10
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days after the application is filed. (Hi story: 82-11-111, MCA, IMP
82-11-123 and 82-11-124, MCA;, Eff. 12/31/72; AMD, 1997 MAR p. 1589, Eff.
9/9/97.)

36.22.1232 BQOARD AUTHORI ZATION (1) No water flood or gas injection
program shall be instituted until the same has been regularly authorized
by the board.

(2) The board will make such special orders and rules for the
i ndi vidual case as the conditions may justify. (H story: 82-11-111, MCA
| MP, 82-11-123 and 82-11-124, MCA, Eff. 12/31/72.)

36.22.1233 NOTI CE OF COVMENCEMENT OF DI SCONTI NUANCE- PLUGG NG OF
ABANDONED VELLS (1S HEARBY REPEALED)(H story:  82-11-111, MA [ MP,
82-11- 123 and 82-11-124, MCA; Eff. 12/31/72; REP, 1997 MAR p. 1589, Eff.
9/ 9/97.) -

36.22.1234 RECORDS REQUI RED (1S HEARBY REPEALED) (History:
82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA; Eff. 12/31/72; REP, 1997

MAR p. 1589, Eff. 9/9/97.)

Rul es 36.22.1235 t hrough 36. 22. 1239 Reserved

NEXT PAGE |'S 36-4999
ADM NI STRATI VE RULES OF MONTANA 9/ 30/ 97 36- 4995



O L AND GAS CONSERVATI ON 36.22. 1242

36.22.1240 REPORT OF WELL STATUS CHANGE (1) The owner or operator
of any oil, gas, service, or injection well nust report the change in
status of such well from active to inactive or from producing to non-
pr oduci ng. Sai d owner or operator nust report the return of a well to
active or producing status if such well was idle for six (6) or nore
consecutive nonths. |f the owner or operator expects that the well will
be returned to an active or producing status within six (6) nonths of the
date idled, filing of the report may be deferred until the end of such six
(6) nmonth period, and the report need not be filed if the well is returned
to service during that period. Such reports are due within thirty (30)
days of the date of status change or within thirty (30) days after the end
of the deferred reporting period, and nust be submtted on Form No. 2.
Well status reports shall include the date of and reason for the well
status change. A report describing a change to inactive or non-producing
status nmust outline the operator's plan and a tinme frane for returning the
well to active or producing status, plugging, or other intended action.

(Hstory: 82-11-111 MCA; | MP, 82-11-111, 82-11-121, 82-11-123, and 82-
11-124 MCA; NEW 1993 MAR p. 152, Eff. 7/1/93.)

36.22.1241 SERVI CE COVMPANY REPORTS (1) \When a service conpany
other than the drilling contractor cenents, chemcally treats, fractures,
perforates, acidizes, plugs, or performs any act designed to change the
productivity of a well or reservoir, the service conpany shall furnish the
board at its district office reports concerning such work within 30 days
after its conpletion.

(2) When such operations as set forth in subsection (1) are perforned
on wildcat or exploratory wells, service conpany reports need not be
submtted to the board for a period of 6 nonths follow ng conpletion of the
well, and in such instances the responsibility of submtting such reports
shall be that of the operator of the well, except that all service conpany
reports covering all cenenting operations other than squeezing nust be
submtted to the board at its district office within 30 days after the work
is perforned. (Hi story: 82-11-111 MCA, | MP, 82-11-124 MCA; Eff
12/ 31/ 72; ANVD, 1992 MAR p. 654, Eff. 4/1/92.)

36.22.1242 REPORTS BY PRODUCERS - TAX REPORT - TAX RATE (1) Exch
owner or operator of an oil or gas well, or any other well (except an
injection well reported on Form No. 5), shall file or cause to be filed
with the board on or before the last day of each nonth followi ng the nonth
being reported a report on Form No. 6 containing all information required
by said formand accurately reporting the status of each well thereon as
of the last day of the nonth reported.

ADM NI STRATI VE RULES OF MONTANA 9/ 30/ 95 36- 4999



36.22. 1242 DEPARTMENT OF NATURAL RESOURCES
AND CONSERVATI ON

(2) The privilege and |license tax on each barrel of crude petrol eun
and each 10,000 cubic feet of natural gas produced, saved, and narketed,
or stored within the state or exported therefromshall be 100 per cent of
the rate authorized in 82-11-131, MCA, (3/10ths of 1% of the nmarket val ue
thereof. This rule is effective on all crude petroleum and natural gas
produced on and after July 1, 1995. (H story: 82-11-111, MCA |M, 82-11-
123, 82-11-131, and 82-11-133, MCA, Eff. 12/31/72; AVD, 1982 MAR p. 1398,
Eff. 7/16/82; AVD, 1982 MAR p. 2149, Eff. 12/17/82; AMD, 1983 MAR p. 1195,
Eff. 8/26/83; AVD, 1986 MAR p. 1384, Eff. 8/15/86; AWD, 1992 MAR p. 654,
Eff. 4/1/92; AVD, 1993 MAR p. 152, Eff. 7/1/94; AVD, 1995 MAR p. 1055, Eff.
6/ 16/ 95.)

36.22.1243 REPORTS FROM TRANSPORTERS, REFINERS, AND GASCLINE OR
EXTRACTI ON PLANTS (1) All transporters of crude oil shall nake nonthly
reports to the board on FormNo. 7. Al refiners of crude oil shall make
nmonthly reports to the board on Form No. 8. Al transporters of gas shall
nmake nonthly reports to the board on FormNo. 9. Al operators of gasoline
or other extraction plants shall nmake nonthly reports to the board on Forn
No. 10. Such fornms shall contain all information required therein and
shall be filed with the board on or before the |ast day of each nonth
covering the preceding nonth. (H story: 82-11-111, MCA; | MP, 82-11-123,
MCA;, Eff. 12/31/72; ANVD, 1984 MAR p. 931, Eff. 6/15/84.)

36.22.1244 PRODUCER S CERTI FI CATE OF COWLIANCE (1) A certificate
of conpliance for the transportation of oil and gas from a lease is
required by the board to be filed on Form No. 13 in accordance wth
instructions thereon. (Hstory: 82-11-111, MCA, | MP, 82-11-123, MCA;, Eff.

12/31/72; AND, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22.1245 |LLEGAL PROCDUCTION (1) No person shall produce any crude
oil, natural gas, or waste oil fromany spacing unit or ool in this state
except in accordance with the rules and orders of the board. (H story: 82-
11-111, MCA; | MP, 82-11-148, MCA; Eff. 12/31/72.)
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Sub- Chapter 13
Abandonnent, Pl uggi ng, and Restoration

36.22.1301 NOTI CE AND APPROVAL OF | NTENTI ON TO ABANDON REPORT (1)
Before any work is conmenced to abandon strati -

graphic tests or any new well drilled in search of oil or gas, for salt
wat er di sposal, or for any other purpose related to oil field operations
i n which no casing has been run, other than surface pipe, the owner thereof
shal |l give oral notice to and obtain approval fromthe Petrol eum engi neer
or his authorized agent prior to comrencing plugging operations. The
petrol eum engi neer nay send an authorized agent to the |ocation specified
to witness the plugging operation. Wthin 15 days after final abandonnent,
the owner shall subnit to the board on Form No. 2 a subsequent report of
abandonnent setting forth in such report the terns and conditions of the
pl uggi ng and abandonnent as approved orally by the petrol eum engi neer or
hi s aut hori zed agent.

(2) Before any work is commenced to abandon any well drilled in
search of oil or gas, for salt water disposal, or for any other purpose
related to oil field operations in which casing has been run, except
surface pipe, the owner thereof shall give witten notice to the board on
Form No. 2 setting forth the nethod of plugging, the depths and nunber of
plugs, and any other information required under ARM 36.22.1305 and
36.22.1309. Upon approval of such notice by the petrol eumengineer or his
aut hori zed agent, the owner may proceed with plugging and abandonnent
operations. The petrol eum engi neer may send an authorized agent to the
| ocation specified to witness the pluggi ng operations. Wthin 15 days
after final abandonnent, the owner shall subnit a subsequent report of
abandonnent as required by ARM 36.22.1309. (H story: 82-11-111, MCA, | M
82-11-123 and 82-11-124, MCA, Eff. 12/31/72.)

36.22.1302 NOTl CE OF ABANDONVENT The notice of abandonnent required
to be given to the surface owner by Section 82-10-401, MCA, shall be mailed
to said surface owner or owners at their address as shown by the |ast

conpl eted assessnent roll in the office of the County Assessor of the
county in which the land is |ocated. The notice shall be deened conpl ete
when deposited in the US muil wth proper postage affixed. The

regul ation shall not be applicable to a dry hole drilled for any purpose
what soever as such situation is covered by other regul ations of this board.
(Hi story: 82-10-401, MCA; I MP, 82-10-401, MCA;, NEW Eff. 12/5/74.)
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36.22.1303 WELL PLUGE NG REQUI REMENT The owner shall not permt any
well drilled for oil, gas, salt water disposal, or any other purpose to
remai n unplugged after such well is no |onger used for the purpose for
which it was drilled or converted, except that as |ong as the owner has
ot her producing wells on the lease he may hold idle a well on the sane
| ease for possible future use, unless the board shall find that such idle
well or wells are causing damage to oil or gas reservoirs or fresh water
supplies. Wen the last well on a lease is no | onger capable of production
because the underlying reservoir or reservoirs are depleted and there is
no possible future use for the wells on the lease in supplenental recovery
operations or for disposal facilities, the operator shall within 90 days
t hereof commence operations to plug and abandon all wells on the | ease as
set forth in this sub-chapter, unless otherw se authorized by the petrol eum
engineer or his authorized agent. (History: 82-11-111, MCA; | M,
82-11-123 and 82-11-124, MCA, Eff. 12/31/72.)

36.22.1304 PLUGAE NG METHODS AND PROCEDURE (1) All abandoned wells
shall be narked wth a permanent nonunent which shall consist of a piece
of pipe not less than 4 inches in dianmeter and not |less than 10 feet in
Il ength of which 4 feet shall be above the general ground |evel and the
remai nder shall be inbedded in cenent or shall be welded to the surface
casing. The top of the pipe nust be sealed with a screw cap, cenent plug,
or other approved nethod.

(2) The owner shall inscribe on the marker pipe by welding or other
suitable nmethod the nanme of the well, the location (quarter section,
section, township, and range), total depth, and el evation

(3) At the request of the surface owner of a | ease on which a well
is to be plugged, the requirenent for a marker set forth above may be
waived. In this event, a plug or seal shall be placed in the hole in such
manner as not to interfere with soil cultivation or other surface use.
(Hi story: 82-11-111, MCA, | MP, 82-11-123 and 82-11-124, MCA, Eff.
12/31/72.)

36.22. 1305 EXCEPTI ON FOR FRESH WATER WELLS (1) Wen the well to be
pl ugged, as required by ARM 36.22. 1303, nay safely be used as a fresh water
wel | and such utilization is desired by the | andowner, the well need not
be filled above the required sealing plug set below fresh water; provided,
that witten notification of such utilization and a rel ease by use of Forn
No. 19 is secured fromthe | andowner and filed with the board.

(2) Approval by the petrol eumengi neer or his authorized agent of the
wor k done shall relieve the operator of further
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responsibility. (Hi story: 82-11-111, MCA; | MP, 82-11-123 and 82-11-124,
MCA;, Eff. 12/31/72; AWVD, 1984 MAR p. 931, Eff. 6/15/84.)

36.22.1306 APPROVAL FOR PULLI NG CASI NG AND RE- ENTERI NG WELLS (1)

No casing shall be pulled fromany well regardless of its status w thout

first filing FormNo. 2 and securing approval of the petrol eum engi neer or
hi s aut hori zed agent.

(2) No oil or gas well which has been plugged in accordance with
these rules shall be reentered for any purpose without first filing Form
No. 2 and securing approval of the petrol eum engi neer or his authorized
agent. (H story: 82-11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA; Eff.
12/31/72; ANVD, 1988 MAR p. 1980, Eff. 8/30/88.)

36.22. 1307 RESTORATION OF SURFACE (1) The owner of any well drilled
in search of oil and gas or the driller of a stratigraphic test or core
hol e or seisnbgraphic shot hole shall, as soon as weather or ground
conditions permt, upon the final abandonnent and conpletion of the
pl uggi ng of any well or after a seisnographic shot hole has been utilized,
restore the surface of the location to its previous grade and productive
capability and take necessary neasures to prevent adverse hydrol ogical
effects fromsuch well or hole, unless the surface owner agrees in witing,
with the approval of the board or its representative, to a different plan
of restoration. (H story: 82-11-111, MCA, | MP, 82-11-123, MCA, Eff.
12/31/72; AND, Eff. 12/5/74; AVD, 1982 MAR p. 1398, Eff. 7/16/82.)

36.22.1308 PLUGGE NG AND RESTORATI ON BOND (1) Except as otherw se
provided in these rules, the follow ng penal bonds are required for wells
within the board's jurisdiction:

(a) The owner or operator of a single well to be drilled, or of a
single existing oil, gas, or Class Il injection well to be acquired, nust
provide a one well penal bond:

(1) in the sum of $5,000, where the pernitted total depth of a
drilling well, or the actual, or plugged-back, total depth of an existing
well, is less than 3,500 feet; or

(ii) in the sum of $10,000, where the pernmitted total depth of a
drilling well, or the actual, or plugged-back, total depth of an existing
well, is 3,501 feet or nore.

(b) The owner or operator of nultiple wells to be drilled, of

existing wells to be acquired, or any conbination thereof, nust provide a
nultiple well penal bond in the sum of $25, 000.

(2) Al'l bonds rmust be executed on board Form No. 3 or board Form
No. 14, nust be payable to the state of Mntana, and nust be conditioned
for the performance of the duty to properly plug each dry or abandoned
well, and to restore the surface of the location as required by board
rul es.
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(3) The board may require an increase by appropriate rider of any
bond from $5,000 to $10,000 or from $10,000 to $20,000 for a single well
bond, and from $25,000 to $50,000 for a nmultiple well bond, when in the
opi nion of the board the factual situation warrants such an increase in
order for any owner or operator to be in conpliance with this rule. In
addition to, or in lieu of, an increase in the bond anpunt as provided
above, the board may |imt the nunber of wells that may be covered by any
mul tiple well bond.

(4) No new or additional wells shall be added or substituted to any
bond existing prior to the effective date of this rule.

(5) The bond referred to in this rule nust be in one of the
foll owi ng forns:

(a) a good and sufficient surety bond secured from a bonding
conpany licensed to do business in the state of Mntana; or

(b) a federally insured certificate of deposit issued and held by

any bank or savings and |oan association licensed to do business and
located in the state of Montana.

(6) A well nmust renmain covered by a bond, and such bond nust renmain
in full force and effect until:

(a) the plugging and restoration of the surface of the well is
approved by the board;

(b) a new bond is filed by a successor in interest and such bond is
approved by the board; or

(c) notification is nade by the owner or operator for the rel ease

of the well froma bond on Form No. 21, and such notification is approved
by the board.

(7) A notice of intent to change operator nust be filed on Form No
20 by a proposed new owner or operator of a well within thirty (30) days
of the acquisition of the well. Said notice shall include all information

required thereon and nmust contain the endorsement of both the transferor
and the transferee. The board adninistrator nay delay or deny any change
of operator request if he determines that either the transferor or the
transferee is not in substantial conpliance with the board' s statutes,
rules, or orders. The board may require an increase in any bond up to the
nmaxi mum anount specified in subsection (3) of this rule as a condition of
approval for any change of operator request. The transferor of a well is
rel eased fromthe responsibility of plugging and restoring the surface of
the well under board rules after the transfer is approved by the board.

(8) Where the owner of the surface of the |and upon which one or
nore non-comercial wells have been drilled wishes to acquire a well for
donesti ¢ purposes, the bond provided by the person who drilled or operated
the well will be released if the surface of the location is restored as
required by board rules, and if said surface owner furnishes:
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(a) proof of ownership of the surface of the land on which the well
is | ocated; and
(b) for actual beneficial water uses of 35 gallons or |ess per

mnute, not to exceed ten acre-feet per year, a copy of the notice of
conpl etion of groundwater devel opnent (Water Rights Bureau Form 602) filed
with the Departnent of Natural Resources and Conservation (DNRC); or

(c) for actual beneficial water uses of nore than 35 gall ons per
mnute, or in excess of ten acre-feet per year, a copy of the beneficial
wat er use pernmit (Water Rights Bureau Form 600) received fromthe DNRC, or

(d) for a donestic gas well, a witten and signed inspection report
fromone of the board's field inspectors stating that the well is presently
bei ng beneficially used as a source of donestic natural gas; and

(e) for a donestic gas well:

(1) a federally insured certificate of deposit in the anpbunt of
$5,000 for a single well or in the anmobunt of $10,000 for nore than one
wel | ; or

(ii) a real property bond in the ampunt of two tines the anmount of
the required federally insured certificate of deposit.

(9) The real property bond required in subsection (8)(e)

(ii) above nust be:

(a) provi ded on a board-approved form and

(b) acconpani ed by a certified real property apprai sal and abstract
of title which evidence unencunbered owner equity in an anount equal to or
greater than the anount of the bond required.

(10) A donmestic well nust be plugged, abandoned, and restored in
accordance with ARM 36.22. 1301 through 36.22. 1304, 36.22.1306, 36.22.1307
and 36.22.1309, or transferred to a bonded operator in accordance with
subsection (7) of this rule, after the well ceases to be used for donestic
purposes. (History: 82-11-111, MCA, |MP, 82-11-123, MCA, Eff. 12/31/72;
AMD, 1977 MAR p. 549, Eff. 9/24/77, AVD, 1982 MAR p. 855, Eff. 4/30/82;
AMD, 1982 MAR p. 1398, Eff. 7/16/82; AMD, 1990 MAR p. 305, Eff. 2/9/90;
AMD, 1993 MAR p. 152, Eff. 7/1/93.)

36.22. 1309 SUBSEQUENT REPORT OF ABANDONVENT (1) Wthin 15 days

after the plugging of a well, the owner thereof shall file a subsequent
report of abandonnent with the board setting forth in detail the nethod
used in plugging the well. Such report shall be nade on Form No. 2 and

shall give a detailed account of the manner in which the abandonnment or
pl uggi ng work was carried out, including:

(a) the nature and quantity of materials used in plugging;

(b) the location and extent (by depths) of the plugs of different
mat eri al s;

(c) records of any tests or nmeasurenents nade;
(d) the anount, size, and location (by depths) of casing left in
the well; and

ADM NI STRATI VE RULES OF MONTANA 9/ 30/ 95 36- 5025



36.22. 1309 DEPARTMENT OF NATURAL RESOURCES
AND CONSERVATI ON

(e) a statenent of the volune of nud used.

(2) If an attenpt was nade to part any casing, a conplete report of
t he nmet hod used and the results obtained nmust be included. (Hi story: 82-
11-111, MCA; | MP, 82-11-123 and 82-11-124, MCA, Eff. 12/31/72.)
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Sub- Chapter 14
Under ground I njection Contro

36.22.1401 DEFINITIONSFor the purposes of this sub-chapter the
follow ng are defi ned:

(1) "Area of review' neans the area surrounding an injection well
to a radius calculated according to the criteria set forth in ARM
36.22. 1424 or a fixed radius of one quarter mle, or for an area project,
the project area plus a radius calculated according to the criteria set
forth in ARM 36.22.1425 circunscribing area the width of which is one
guarter mle.

(2) "Confining zone" neans the geological formation or formations,
or the portion of a formation that is capable of limting fluid novenent
out of the injection zone.

(3) "Corrective action" neans the reworking, repair, re-plugging or
other activity taken for the purposes of preventing mgration of injected
fluids into underground sources of drinking water through any existing
wel | bore that penetrates the injection zone within the area of review

(4) "Class Il injection well" neans a well that:

(a) injects fluids brought to the surface in conjunction with
conventional oil and gas production and nay be commingled with waste waters
fromgas plants which are an integral part of production operations, unless
those waters are classified as a hazardous waste at the tine of injection;

(b) is used to inject brines or other fluids brought to the
surface in connection with oil or gas production or gas storage operations;

(c) is used to inject brines or other fluids described in (4)(b)
which, prior to injection, have been

(1) used on-site for purposes integrally associated with oil and
gas production or storage;

(ii) chemically treated or altered to the extent necessary to make

t hem useabl e for purposes integrally related to oil and gas production or
storage; or

(iii) comringled with fluid wastes resulting from the treatnent
described in (4)(c)(ii),so long as they do not constitute a hazardous
wast e;

(d) is used to inject fresh water (i.e., water containing |ess
than 10,000 ng/L total dissolved solids) fromgroundwater or surface water
sources, added to or substituted for the brine may al so be injected, as
long as the only use of the water is for purposes integrally associated
with oil and gas production or storage;

(e) is used to inject fluids for the enhanced recovery of oil or
gas;
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(f) 1is used to inject fluids for storage of hydrocarbons that are
liquid under standard conditions of tenperature and pressure; or

(9) is used to inject exenpt waste fluids associated with oil or
natural gas exploration and production as long as their physical state
allows it, including produced water, drilling fluids, drill cuttings,
rigwash, well conpletion fluids, work-over wastes, gas plant dehydration
wast es, gas plant sweetening wastes, spent filters and backwash, packing
fluids, produced sand, production tank bottoms, gathering |ine pigging

wast es, hydrocarbon-bearing soil, and waste crude oil fromprimary field
sites.

(5) "Class Il well" neans a well that injects for the extraction
of mnerals other than oil or gas including:

(a) m ni ng of sul fur

(b) in situ production of uranium or other netals other than by
sol ution mning of conventional m nes;

(c) solution mning of salts or potash.

(6) "EPA" neans the United States environnental protection agency.

(7) "Injection well, new neans a class |l well that began

injecting after the effective date of the U C program del egation by the
EPA.

(8) "Injection well, existing" nmeans an injection well other than
a new injection well.
(9) "Injection zone" neans the geological formation, group of

formations, or portion of a formation that receives the in-jected fluids
t hrough a well.

(10) "Injected fluids" neans any naterial or substance which flows
or noves and is enplaced in an injection zone through a class |l injection
wel | .

(11) "Mechanical integrity" nmeans that:

(a) there is no significant leak in the casing, tubing, or packer
of the injection well; and

(b) there is no significant fluid nmovenent into an under-ground

source of drinking water (USDW fromthe injection zone or froma non-USDV
geol ogi ¢ stratum or zone of rock overlying the injection zone, or flow
between adjacent USDWs through channels adjacent to the injection
wel | bore.

(12) "Programdirector" neans that enpl oyee of the Montana board of
oi |l and gas conservation (board) designated by the board as the principa
admnistrator of the Mntana underground injection control program
del egat ed by EPA

(13) "Produced water" neans that fluid injected into an injection
zone through a class Il injection well, and includes |iquids recovered from
drilling pits, waste water fromgas plants which are an integral part of

producti on operations,
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(unl ess those waters are classified as hazardous waste by EPA at the tine
of disposal), and recovered workover fl uids.

(14) "U C'" neans underground injection control

(15) "Under ground source of drinking water (USDW" neans an aquifer
or portion thereof which supplies drinking water for human consunption, or
an aqui fer which contains fewer than 10,000 ng/l total dissolved solids and
is not an exenpt aquifer under ARM 36.22. 1418

(16) "Wl |" means a bored, drilled, or driven shaft, or a dug hole,
whose depth is greater than the | argest surface di nension

(17) "Wl |l injection" nmeans the subsurface enplacenent of fluids
through a bored, drilled, or driven well; or through a dug well, where the
depth of the dug well is greater than the |argest surface di nension

(18) "Wl |l plug" neans a watertight and gastight seal installed in
a borehole or well to prevent novenent of fl uids.

(19) "Wl | stimulation" nmeans several processes used to clean the

wel | bore, enlarge channels, and increase pore space in the interval to be
injected thus nmaking it possible for wastewater to nove nore readily into
the formation, and includes surging, jetting, blasting, acidizing, and
hydraulic fracturing.

(20) "Wl | nonitoring" means the neasurenent, by on-site instrunents
or laboratory nethods, of the quality of water of a well. (Hi story: 82-
11-111, MCA; I MP, 82-11-111, 82-11-121, 82-11-123, 82-11-124, 82-11-127,

and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996 MAR p. 1308, Eff.

5/10/96; AMD, 1996 MAR p. 1308, Eff. 5/10/96; AMD, 1996 MAR p. 1308, Eff.
5/ 10/ 96.)

36. 22. 1402 UNDERGROUND I NJECTION (1) No person shall commence a new
i njection project or construct or operate a new class Il injection well,
or convert an existing well to injection, whether for the purpose of
di sposal, or as part of an enhanced recovery project, or for the storage
of liquid hydrocarbons, without a pernit fromthe board.

(2) Exi sting injection wells operating under valid EPA-issued or
rule authorized class Il injection permts will be governed under the terns
and conditions of such pernmits until permt expiration or plugging,

whi chever occurs first; provided, however, that no existing injection well
may be operated in a manner inconsistent with the laws and rules of the
board. (Hstory: 82-11-111, MCA, | MP, 82-11-111, 82-11-121, 82-11-123, 82-
11-124, 82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996 MAR
p. 1308, Eff. 5/10/96; AMD, 1996 MAR p. 1308, Eff. 5/10/96.)
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36.22.1403 APPLI CATI ON CONTENTS AND REQUI REMENTS (1) The
application for water injection or disposal of produced water nust be filed
with the board show ng:

(a) the location of the input well or wells;

(b) the location and nmechani cal condition, of all oil and gas wells

i ncl udi ng abandoned and drilling wells, dry holes, and any other wells
whi ch penetrate the injection zone within the area of review,
(c) the location of all pipelines which will be used to transport

fluids to the input well for storage and injection

(d) the formations fromwhich wells are producing or have produced,
the formations, depth, and estinated water quality of the deepest potential
under ground sources of drinking water, and the |ocation and depth of any
water wells in the area of review

(e) the nanme, description, and depth of the injection zone(s)
including a water analysis or other water quality information acceptable
to the board, estinmated formation pressure, and reservoir characteristics
of the zone, and the nane, lithologic characteristics, depth, and estinated
fracture gradient of the confining zone;

(f) the elevation of the top of the oil or gas bearing formation in
the input well or wells and in the wells producing fromthe sane fornation
within the area of review of the project;

(g) the electric log of the input well or wells or other log or
lithological information not already on file with the board;

(h) a description of the input well or wells casing and cenenting
program (all new wells nust be cased and cenented so that nigration of
fluids into or between USDWs is prevented);

(i) a description and analysis of the injected fluids stating the
kind, source, and the estimated anmount to be injected daily, and the
average and nmaxi nrum antici pated injection pressure;

(j) the nanes and addresses of the |easehold owners, including
unl eased m neral owners, and the surface owners within the area of review
of the input well(s).

(2) One application may be nade for nmultiple class Il injection wells
in a geographic area if all wells wthin that geographic area have
substantially the sanme nechanical and geologic characteristics and are
operating in the sane field, unit, or |[ease. VWhere appropriate, an
application for underground injection of fluids on an area basis nay
include the information required in subsection (1) of this rule for a
typical class Il injection well in lieu of submitting such information on
all class Il injection wells in the application provided such class Il
injection wells have substantially the sane characteristics. The area of
review for such an area application is the project area plus a
circunmscribing area the width of which is one quarter (1/4) mle.
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(3) If injected fluids will be collected and retained in pits, ponds,
or other open receptacles prior to injection, the applicant nust submit an
application on form23 for a permt to construct or operate a pit or pond
when the application for water injection or disposal is filed with the
boar d. All earthen reservoirs, pits, ponds, and open receptacles nust
conply with ARM 36.22. 1207, 36.22.1226, and 36.22.1227. (H story: 82-11-
111, MCA; | MP, 82-11-111, 82-11-121, 82-11-123, 82-11-124, 82-11-127, and
82-11-137, MCA;, NEW 1992 MAR p. 2171 and 1996 MAR p. 1308, Eff. 5/10/96.)

Rul es 36.22.1404 and 36.22. 1405 reserved
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36.22.1406 CORRECTIVE ACTION (1) It is the obligation of the
applicant to denobnstrate to the board's satisfaction that the existing
well's that penetrate the injection zone within the area of review are in
adequat e nechani cal condition to prevent migration of injected fluid into
any USDW The board will require the applicant to submt a plan for
corrective action, including the reworking, repairing or re-pluggi ng of any
such well (s) the board considers to be a possible avenue for fluid
mgration. Injection nmust not commence until satisfactory conpletion of the
work required in the approved corrective action plan

(2) The board may require that corrective action be taken if, after
notice and hearing, it is shown that USDWs outside the area of review are
threatened by an injection well or wells.

(Hstory: 82-11-111, MCA; | MP, 82-11-111, 82-11-121, 82-11-123, 82-11-124,
82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996 MAR p. 1308,
Eff. 5/10/96.)

36.22.1407 SIGNING THE APPLI CATION (1) Applications nust be signed
(for a corporation) by a principal executive officer of at |east the | evel
of vice-president, or by an agent and attorney-in-fact; or, (for a sole
proprietorship) by the sole proprietor; or, (for a partnership) by a

general partner. |If the application is submtted on behalf of a federal,
state, or other public agency, or by a nmunicipality, signature nust be of
a principal executive or a ranking elected official. The application may

be signed by a duly authorized representative if the authorization is nade
inwiting by one of the above described persons, and if the authorization
ei ther nanes an individual or specifies a position having responsibility
for the operation of the project. The witten authorization wll be
submitted to the board, and nust be pronptly replaced if the authorization
no longer accurately describes the responsible position or person.
Application for enhanced recovery projects nust be signed by all operators
who will participate in the proposed project, or by the unit operator if
the request is part of a plan for unitized operation under 82-11-201, et
seq., MCA. Applications for disposal wells nust be signed by the well
operator. (Hstory: 82-11-111, MCA, | M, 82-11-111, 82-11-121, 82-11-123
82-11-124, 82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996
MAR p. 1308, Eff. 5/10/96.)

36.22.1408 FINANCIAL RESPONSIBILITY (1) The owner or operator of
any injection well outside the exterior boundaries of Indian reservations
nmust conply with the applicable bonding requirenents of ARM 36.22.1308 and
this sub-chapter.

(2) Owners or operators of injection wells in conpliance with the
U S. environnental protection agency (EPA) financial assurance requirenents
on the date primary enforcenent authority is delegated to the board of oi
and gas conservation mnust

ADM NI STRATI VE RULES OF MONTANA 3/ 31/ 97 36- 5055



36. 22. 1408 DEPARTMENT OF NATURAL RESOURCES
AND CONSERVATI ON

provide a bond on board Form No. 3 or Form No. 14 in an anount

equal to that provided to the EPA, unless an alternative nulti-well bond
is approved as provided in this rule. This bond is limted to wells
covered under the EPA bond. The bond may be reduced to reflect the
pl uggi ng or re-conpletion of wells to other approved use. The reduction
will be in the proportion each plugged or re-conpleted well represents to
the total bond anmbunt at the tine the bond was initially accepted.

(3) Owners or operators proposing to drill or acquire additiona
injection wells nmust provide the individual well bonds described in ARM
36.22.1308 1(a)(i) or (ii) as appropriate for the depth of the well unless
such additional well(s) are covered under a nmultiple well U C bond as

provided in this rule. The nultiple well bond described in ARM
36.22.1308(1)(b) is not available for injection wells.

(4) I njection well operators nay propose an alternative nultiple
well UC bond to the board=s staff. The staff will review the proposed
bond and provide a recommendation for its approval, nodification, or
rejection by the board at its next avail abl e schedul ed neeting. In support
of its request for a nmulti-well bond the operator may provide cost

estimates for plugging and restoring the surface of wells of the type and
in the area to be covered by the bond, the operator=s estinmate of any
residual or salvage value that may reduce the costs of plugging, and any
other infornmation the operator wi shes to provide. In review ng a proposed
bond, the staff nust consider the reasonabl eness of the cost estinates
provi ded, the conpli-
ance history of the operator, the operator=s history of pronptly plugging
unneeded wells, and the financial condition of the operator. Miltiple well
bonds will be in a m ni mrum anount of $50, 000.

(5) The board may accept a letter of credit in lieu of a surety
bond or certificate of deposit. A letter of credit nust neet the foll ow ng
condi ti ons:

(a) it must be issued by a Montana bank
(b) it must be in an anpbunt equal to the bond otherw se required;
(c) it must be for a termof not |ess than one year, automatically

renewabl e for additional one year period(s), and irrevocable during its
term The bank issuing the letter of credit nust notify the board, by
registered or certified mail, not less than 120 days prior to the
expiration date of the letter of credit if it does not intend to renew the
letter;

(d) the letter of credit will remain in the custody of the board;
and

(e) the letter of credit nust provide that it is immedi ately
payabl e in full upon demand by the board if the person on whose behal f the
letter is issued fails to properly plug each
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dry or abandoned well and restore the surface of the | ocation as provided
by board rul es.

(6) The board may reject a letter of credit and demand other
security if it has reason to doubt the solvency of the bank or to believe
the obligation of the letter of credit has becone inpaired. The board nay
require a financial statement fromthe principal and proof of solvency of
the bank at any tine before or after acceptance of the letter of credit.

(Hstory: 82-11-111, MCA; I MP, 82-11-111, 82-11-121, 82-11-123, 82-11-124,
82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996 MAR p. 1308,
Eff. 5/10/96; AMD, 1996 MAR p. 1308, Eff. 5/10/96; AWD, 1997 MAR p. 471,
Eff. 3/11/97.)

36.22.1409 HEARINGS (1) For new wells or projects a petition for
hearing of the application for underground injection nust be filed in
triplicate with the board at its Helena office. Upon receipt of the
petition, the board will set a hearing date for the application, and cause
notice of the hearing to be published as provided in 82-11-141, MCA

Notice of hearings will be first published at | east 30 days in advance of
t he hearing date.
(2) Admi ni strative approval may be given for an additional well or

reconpletion of an existing well within a previously approved area or
enhanced recovery project, provided that the applicant denonstrates through
the application that the well requested has substantially the sane
characteristics and operating paraneters previously approved by the board
for injection wells in the project. (Hstory: 82-11-111, MCA, | M, 82-11-
111, 82-11-121, 82-11-123, 82-11-124, 82-11-127, and 82-11-137, MCA
NEW 1992 MAR p. 2171 and 1996 MAR p. 1308, Eff. 5/10/96; AMD, 1996 MAR p
1308, Eff. 5/10/96.)

36.22. 1410 NOTI CE OF APPLICATION (1) Notice of application for
underground injection permt nust be mailed to each current operator, and
surface owners, within the area of review A copy of the notice nust al so
be mailed to the Region VIIlI office of the EPA Such notices nust be
nmai |l ed on or before the date the application is mailed to or filed with the
boar d.

(2) Applicants for an additional new well or wells, or for
reconpl etion of an existing well or wells to injection service, within an
approved area or enhanced recovery project nmust nmail notice to each current
operator, |ease owner of non-operated | ease, mneral owner of non-operated
| ease within the area of review, and the surface owner of each new well
site, on or before the date the application is nailed to the board.

(3) The applicant nust advise each party to which notice is given
that the application is eligible for admnistrative approval by the program
director, unless objections are received within 20 days of receipt of the
application by the programdir-
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ector. (H story: 82-11-111, MCA; | MP, 82-11-111, 82-11-121, 82-11-123,
82-11-124, 82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996
MAR p. 1308, Eff. 5/10/96; AMD, 1996 MAR p. 1308, Eff. 5/10/96.)

36.22.1411 BQOARD AUTHORI ZATION (1) No injection program shall be
instituted until the sanme has been authorized by the board.

(2) The board will nake such special orders and rules for the
i ndi vi dual case as conditions may justify.
(3) If the board determines, or is notified by EPA that the

approval of an application, or a portion of the application, is beyond the
scope of delegated authority, or requires the concurrence of EPA, the board
will refer the application to EPA, and final disposition of the application
will be deferred until EPA concurrence is received. (H story: 82-11-111

MCA; | MP, 82-11-111, 82-11-121, 82-11-123, 82-11-124, 82-11-127, and 82-11-
137, MCA; NEW 1992 MAR p. 2171 and 1996 MAR p. 1308, Eff. 5/10/96; AN,
1996 MAR p. 1308, Eff. 5/10/96.)

Rul es 36.22.1412 and 36.22. 1413 reserved
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36.22.1414 NOTICE OF COMMENCEMENT OR DI SCONTI NUANCE - PLUGGE NG OF
ABANDONED VWELLS (1) Wthin 30 days of the commencenent of underground
i njection operations, the applicant nust notify the board of the sane and
the date of comrencenent in conjunction with the filing of form4 for well
conpl etions and reconpl etions.

(2) Wthin 30 days after the discontinuance of an enhanced recovery
or liquid hydrocarbon storage project, the operator of the project nust
notify the board of the date of such discontinuance and the reasons
t herefor.

(3) Before any class Il well shall be abandoned, witten notice nust
be served on the board, and approval of the abandonnent plan received fron
the programdirector or other authorized representative of the board. The
abandonnent plan nust, at a mninmumprovide for isolation of the injection
zone with a cenent, or nechanical plug capped with cenent, and for the
i solation and protection of each USDW in such a nmanner as to prevent
novenent of fluids between USDW s.

(4) Injection wells which fail a nmechanical integrity test (MT), or
whi ch ot herwi se have | ost nechanical integrity, will be i medi ately renoved
fromservice and pronptly repaired or plugged for abandonnent within 180
days of the failed test or discovery of |lost nechanical integrity unless
ot herwi se ordered by the board; provided, however, that the operator of an
injection well that has failed the MT or has |ost nechanical integrity may
apply to the programdirector, or other authorized representative of the
board, to defer repair or plugging. Any defernent granted will be under
such conditions of physical isolation of the injection zone, or nonitoring
and reporting requirenents deened necessary under the circunstances to
protect any USDWs penetrated by the wellbore. Up to a 2 year defernent
may be granted administratively fromthe date of the failed test, but wll
not be extended w t hout consent of the board. The board nmay order further
defernent for up to 2 years, after notice and hearing, upon a show ng that
all USDW s are protected.

(5) Injection well operators will report the status of each unpl ugged
injection well in its nmonthly injection reports on form5. The operator
will notify the board of any well which the operator expects to be shut-in

or tenporarily abandoned for a period of 6 nonths or nore. Any injection
wel | which has been shut-in or tenporarily abandoned for a period in excess
of 2 years nust be properly plugged and abandoned. An operator nay apply
for a plugging defernent as provided in (4) above upon a show ng of
reasonabl e cause and denonstration of non-endangernment to USDWSs.
(History: 82-11-111, MCA, | MP, 82-11-111, 82-11-121, 82-11-123, 82-11-
124, 82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996 MAR p.
1308, Eff. 5/10/96.)
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36.22.1415 RECORDS REQU RED (1) The owner or operator of any class
Il injection well or wells nust keep and retain for at least 5 years, an
accurate record of:

(a) the cumulative anount of fluid injected into such well or wells;

(b) the wellhead pressure or pressures, and the injection rate at the
time the pressure is recorded;

(c) the total amount of water produced, and the total anount of oi
and gas produced from an enhanced recovery project;

(d) the pressure in the casing - tubing annulus if nonitoring of such
pressure is required as part of a nmechanical integrity test;

(e) the results of any chemical or physical analyses performed on
injection zone fluids and injected fl uids.

(2) The information required in (1)(a) through (d) of this rule nust
be observed at |east weekly and a representative observation recorded at
| east nonthly and filed with the board on board form 5.

(3) The owner or operator of any class Il injection well permtted
after the effective date of this rule nust conduct a chem cal analysis of
the typical injected fluids during the 12th nonth of injection. Sanples
of typical injected fluids nust be taken at the injection wellhead, or,
where nore than one well is receiving fluid froma conmon facility, the
sanple may be taken from the discharge line of such facility. The
chem cal analysis of the typical injected fluids nust include tests for
total dissolved solids (TDS), specific conductivity, pH, and percent oi
and grease. The results of such analysis nust be submitted in witing to
the board within 45 days after the sanple is taken. (History: 82-11-111
MCA; | MP, 82-11-111, 82-11-121, 82-11-123, 82-11-124, 82-11-127, and 82-11-
137, MCA; NEW 1992 MAR p. 2171 and 1996 MAR p. 1308, Eff. 5/10/96.)

36.22.1416 MECHANI CAL INTEGRITY (1) From and after the effective
date of these rules, all new wells drilled for, and all existing wells
converted to, water injection or disposal nust denpnstrate mechanical
integrity before being placed into service. A nechanical integrity test
nmust be designed to determ ne whether there is a significant leak in the
t ubi ng, casing, or packer of the well, and whether there is a significant
nmovenent of injected fluid into any USDW or between any USDW s through
vertical channels adjacent to the wellbore. The owner or operator of an
injection well regulated under this chapter nust nmaintain the nechanica
integrity of such well
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until the well is plugged.

(2) A nmechanical integrity test that denonstrates that there are no
significant | eaks in the tubing, casing, or packer will include:

(a) a pressure test of the casing-tubing annulus using liquid or
gas, or

(b) monitoring of the casing-tubing annulus following a valid
initial pressure test, or

(c) a radi oactive tracer survey, tinmed run nethod, or

(d) any other test or conbination of tests considered effective by

the board, and approved by the director, office of drinking water, U'S
EPA.

(3) A nechanical integrity test also will include a denonstration
that there is no significant nmovenent of injected fluid in vertical
channel s adjacent to the wellbore. Such denonstration nust include a

cenent bond log (with a variable density curve, travel tinme curve,
anpl i tude curve, and gamma ray curve) or equivalent and may include the
fol | owi ng:

(a) cenenting records which denonstrate volune and type of cenent
used and which denobnstrate absence of wunauthorized fluid migrations
adj acent to the well bore;

(b) radi oactive tracer surveys;

(c) noi se | ogs;

(d) t enrper at ure surveys;

(e) oxygen activation |ogs; or

(f) any other test or conbination of tests considered effective by
t he board and approved by EPA

(4) After the effective date of these regulations, all existing

injection wells which have not had an initial nechanical integrity test
nmust be tested for nechanical integrity as directed by the board.

(5) Injection wells nust be retested for nechanical integrity no
| ess than once each 5 years fromthe date last tested. Wlls |ast tested
under supervision of EPA will be retested under supervision of the board
no less than 5 years fromthe EPA test date.

(6) A pressure test of the casing-tubing annulus as provided in
(2)(a) must be performed at a mnimum surface pressure of 300 pounds per
square inch (psi) or 100 psi above the actual injection pressure at the
time tested, whichever is greater; provided, however, that the nmaxi numtest
pressure will not be required to exceed 800 psi surface pressure. The test
wi |l be considered successful if the applied pressure can be held for 15
mnutes with no nore than 5 percent pressure | oss.

(7) Wells which fail the nechanical integrity test nust be
i mediately shut-in until either repaired, reworked, or plugged for
abandonnent in accordance with ARM 36.22.1414. Such wells nust be
successfully retested for nmechanical integrity before being placed in
i njection service.
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(8) Subsequent to any nechanical integrity test, a well operation
whi ch causes the injection packer to be unseated or in which the tubing or
packer was pulled, repaired or replaced or that has experienced a | oss of
nmechanical integrity will require that the well be retested for nechanica
integrity before being placed in service. (Hstory: 82-11-111, MCA; | MNP,
82-11-111, 82-11-121, 82-11-123, 82-11-124, 82-11-127, and 82-11-137, MCA
NEW 1992 MAR p. 2171 and 1996 MAR p. 1308, Eff. 5/10/96; AMD, 1996 MAR p
1308, Eff. 5/10/96.)

36.22.1417 NOTI FI CATI ON OF TESTS - REPORTI NG RESULTS

(1) To the extent practicable, the board's field representative wll
schedul e routine nechanical integrity tests required under ARM 36. 22. 1416

The owner or operator of a class Il injection well must give the board at
| east 48 hours advance witten, telephone, or facsinmle notice of any
nmechanical integrity test not originally scheduled by a board repre-
sentative. Notification of tests not included in the board' s routine test
schedul e nust specify the name and tel ephone nunber of the person
responsi ble for scheduling the test, the nane and address of the owner or
operator of the injection well, the nane and | ocation of the well, and the
time and date the nechanical integrity test will be performed. The board
may at any tinme request a retest for wells where the nechanical integrity
test was not perfornmed under the oversight of a representative of the
boar d.

(2) The owner or operator nust provide a subsequent report of any
nmechanical integrity test (MT) on board form2 regard-|ess of whether or
not the MT is witnessed by a board repre-sentative. Subsequent reports
are due within 15 days of the test unless renedial repairs are required,
in which case a subsequent report is due within 15 days of conpletion of
the renedial work. If submitted reports are found to not neet board
requi renments or if approved testing procedures were not used, the board may
require a retest.

(3) Subsequent reports will include the date of the test or the
date on which work began, the manner or nethod of test-ing, the results of
the test, any renedial work done or required to be perforned to denonstrate
nechanical integrity, the type and cause of the well failure, and the
pressure recording chart used to docunent the annulus pressure test. The
nane, address, and telephone nunber of the conpany representative,
consultant, or contractor that perforned the test also nust be provided.

(4) Two copies of any well 1ogs, surveys, fluid analyses or any
other reports of a technical nature run or nmade during the test or as part
of any reworking or repair efforts nust be submitted with the subsequent
report. (History: 82-11-111, MCA; | MP, 82-11-111, 82-11-121, 82-11-123
82-11-124, 82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996
MAR p. 1308, Eff. 5/10/96; AMD, 1996 MAR p. 1308, Eff. 5/10/96.)
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36.22.1418 EXEMPT AQUI FERS (1) The board may authorize the exenption
of an aquifer from classification as an underground source of drinking
wat er provided the aquifer

(a) does not currently serve as a source of drinking water; and

(b) is not reasonably expected to serve as a source of drinking
wat er because:

(1) the aquifer produces, or is capable of producing, mneral
hydr ocar bon, or geothermal energy in conmercial quantities, or

(ii) the aquifer is situated at a depth or |ocation which nmakes
recovery of the water for drinking water purposes econonically or
technol ogically inpractical, or

(iii) the aquifer is so contamnated that it would be economcally or
technologically inpractical to render the water fit for human consunption
or

(iv) the aquifer is located above a class IIl well mining area
subj ect to subsidence or catastrophic collapse; and
(c) the total dissolved solids content of the groundwater is nore

than 3,000 and | ess than 10,000 milligrans per liter and the aquifer is not
reasonably expected to supply a public water system

(2) Exenpt aquifers will include:

(a) any aquifer or portion of an aquifer exenpted by EPA prior to
the effective date of these regul ations;

(b) any aquifer or portion of an aquifer exenpted by the board

after the effective date of these regul ati ons subsequently proposed after
notice and hearing, provided such exenption is approved by EPA as required
in 40 Code of Federal Regulations, part 144.7(b)(3);

(c) any aquifer or portion of an aquifer exenpted by the board as a
part of a public hearing on an application for an enhanced recovery or area
injection pernit or other class Il well; or

(d) any aquifer or portion of an aquifer proposed by the board for
exenption as part of the UC primacy del egation or subsequently proposed
after notice and hearing, provided such exenption is approved by EPA
(Hstory: 82-11-111, MCA, I MP, 82-11-111, 82-11-121, 82-11-123, 82-11-124,
82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171 and 1996 MAR p. 1308,
Eff. 5/10/96; AMD, 1996 MAR p. 1308, Eff. 5/10/96.)

36.22.1419 TUBI NGLESS COWLETIONS (1) After the effective date of
t hese regul ations, tubingless conpletions or annular injection wells, or
wells not equipped to inject through tubing below a packer or other
suitabl e sealing device in the annulus will not be permtted.
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(2) Exceptions to this requirement will be granted for existing
wells in a board approved enhanced recovery or pressure nai ntenance proj ect
where the applicant can denonstrate that it is practically or economcally
not feasible to equip such wells with tubing and packer

(3) Mechanical integrity testing and nonitoring requirenents wll
be required nore frequently and be nore stringent for wells permtted as
an exception to this rule. (Hstory: 82-11-111, MCA; | M, 82-11-111, 82-
11-121, 82-11-123, 82-11-124, 82-11-127, and 82-11-137, MCA; NEW 1992 MAR
p. 2171 and 1996 MAR p. 1308, Eff. 5/10/96.)

Rul es 36.22.1420 and 36.22. 1421 reserved

36.22.1422 PERMT CONDITIONS (1) Applications for injection wells
approved by the board, or admnistrative approval s i ssued under the board's
authority, are valid for the life of the injection well(s) unless revoked
by the board for good cause, after notice and heari ng.

(2) If admnistrative approval is requested, the board, or its
aut hori zed representative, may approve, nodify, or reject any application
submtted, stipulate the operating conditions, determ ne the appropriate
test methods and test frequency, or linmt the injection pressure and/or the
gquantity and quality of the fluids injected.

(3) Any operator or owner of an injection well nmay request an
adm nistrative review by the board, at its next regularly schedul ed
busi ness neeting, of any nodifications, stipulation, or restriction placed
on a pernmit by the board's staff. The injection well nust be operated in
conpliance with the original pernit conditions wuntil the board's
adm nistrative reviewis conplete. (Hstory: 82-11-111, MCA, | MP, 82-11-
111, 82-11-121, 82-11-123, 82-11-124, 82-11-127, and 82-11-137, MCA; NEW
1992 MAR p. 2171 and 1996 MAR p. 1308, Eff. 5/10/96.)

36.22.1423 I NJECTION FEE - WELL CLASSIFICATION (1) The board will
coll ect an annual injection fee of $200.00 for each injection well existing
upon the effective date of these regulations, and for each injection well
permtted thereafter

(2) Wlls will be classified as injection wells, under these
regulations, if the well is:

(a) actively used for injection;

(b) has been conpleted for injection service but is idle or shut-in;

(c) has been reported to EPA as an injection well; or

(d) has been permitted by the board as an injection well, whether or
not actually placed into injection service.

(3) A well will no longer be classified as an injection well when:

(a) it has been permanently plugged in accordance with the

ADM NI STRATI VE RULES OF MONTANA 3/ 31/ 97 36- 5063



36. 22. 1424 DEPARTMENT OF NATURAL RESOURCES
AND CONSERVATI ON

board's rul es;

(b) it has been re-conpleted or converted to other approved uses, but
not sinply idled or shut-in; or

(c) the work proposed under an approved pernit was not done or could
not be acconplished. (Hstory: 82-11-111, MCA, | M, 82-11-111, 82-11-121
82-11-123, 82-11-124, 82-11-127, and 82-11-137, MCA; NEW 1992 MAR p. 2171
and 1996 MAR p. 1308, Eff. 5/10/96; AMD, 1997 MAR p. 473, Eff. 1/17/97;
AMD, 1997 MAR p. 1589, Eff. 9/9/97.)

36.22.1424 WAl VER OF REQUI REMENT BY PROGRAM DI RECTOR

(1) When injection does not occur into, through, or above an
under ground source of drinking water, the program director nmay authorize
a well or project with less stringent requirenents for area of review,
construction, nechanical integrity, operation, nonitoring, and reporting
t han required herein.

(2) When injection occurs through or above an underground source of
drinking water, but the radius of endangering influ-ence when conputed
under ARM 36.22.1425 is smaller or equal to the radius of the well, the
program director nmay authorize a well or project with less stringent
requi renments for an area of review, operation, nonitoring, and reporting
than required herein to the extent that the reduction in requirenments wll
not result in an increased risk of nmovenent of fluids into an underground
source of drinking water.

(3) When reducing requirenents under (1) or (2) of this rule, the
programdirector shall prepare a fact sheet explaining the reasons for the
action. (History: 82-11-111, MCA, | MP, 82-11-111, 82-11-121, 82-11-123,
82-11-124, 82-11-127, and 82-11-137, MCA; NEW 1996 MAR p. 1308, Eff.
5/ 10/ 96.)

36.22.1425 AREA OF REVIEW (1) The area of review for each injection
well or each field, project, or area of the state shall be deternined
according to either (2) or (3) of this rule unless a variance fromthese
requirenents is granted by the board.

(2) The zone of endangering influence shall be:

(a) in the case of application(s) for single well class Il pernmits,
that area the radius of which is the lateral distance in which the
pressures in the injection zone may cause the migration of the injection
and/ or formation fluid into an underground source of drinking water; or

(b) in the case of an application for an area pernit, the project
area plus a circunscribing area the width of which is the lateral distance
fromthe perineter of the project area, in which the pressures in the
i njection zone may cause the migra-tion of the injected and/or formation
fluid into an underground source of drinking water
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(3) Conmput ati on of the zone of endangering influence may be based
upon the paraneters |isted bel ow and should be calcu-lated for an injection
time period equal to the expected life of the injection well or pattern

The following nodified Theis equation illustrates one form which the

_ a2.25KHt "

r .
g S10* @

nmat hermat i cal nodel may take.

= APKH(hy~hbo* SoGo)

2.3Q

wher e

r = Radi us of endangering influence frominjection well (Iength)

K = Hydraulic conductivity of the injection zone (length/timne)

H = Thi ckness of the injection zone (length)

t = Time of injection (tine)

S = Storage coefficient (dinensionless)

Q = Injection rate (volune/tine)

hpo = Cbserved original hydrostatic head of injection zone (I|ength)
neasured fromthe base of the | owernbst underground source of
dri nki ng wat er

hy = Hydrostati c head of underground source of drinking water
(length) neasured fromthe base of the | owest underground
source of drinking water

SG = Specific gravity of fluid in the injection zone (di-
nensi onl ess)

p = 3. 142 (di nensionl ess)

The above equation is based on the followi ng assunptions: (a)

The injection zone is honbgenous and i sotropic;
(b) The injection zone has infinite areal extent;

(c) The injection well penetrates the entire thickness of the
i njection zone;
(d) The well dianmeter is infinitesimal conpared to "r" when

injection tine is longer than a few ninutes; and
(e) The enmplacenent of fluid into the injection zone creates
i nst ant aneous i ncrease in pressure.
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(4) To determine the fixed radi us:

(a) In the case of application(s) for well individual class Il
permt(s), a fixed radius around the well of not |ess than one-fourth nile
may be used.

(b) In the case of an application for an area permt, a fixed
wi dth of not less than one-fourth mle for the circunscribing area nay be
used.

(c) In determning the fixed radius, the follow ng factors shal
be taken into consideration
(1) chem stry of injected and fornmation fl uids;

(ii) hydr ogeol ogy;

(iii) popul ation and groundwat er use and dependence; and

(iv) hi storical practices in the area.

(5) If the area of review is deternined by a mathematical nodel
pursuant to (3) of this rule, the permssible radius is the result of such
calculation even if it is less than one-fourth mle. (Hstory: 82-11-111
MCA; | MP, 82-11-111, 82-11-121, 82-11-123, 82-11-124, 82-11-127, and 82--
11-137, MCA;, NEW 1996 MAR p. 1308, Eff. 5/10/96.)

Sub- Chapter 15 reserved

NEXT PAGE |'S 36-5091
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Sub- Chapter 16
Regul ations to Inplement the Natural Gas Policy Act
36.22.1601 WHO MAY APPLY FOR DETERM NATION (IS HEREBY REPEALED)
(Hstory: 82-11-115, MCA; | MP, 82-11-115, MCA; EMERG NEW 1979 MAR p. 64,

Eff. 6/29/79; AVD, 1982 MAR p. 1398, Eff. 7/16/82, REP, 1996 MAR p. 1160,
Eff. 4/26/96.)

36.22. 1602 APPLI CATI ON REQUI REMENTS AND CONTENTS (IS HERE-BY
REPEALED) (H story: 82-11-115, MCA; | MP, 82-11-115, MCA; EMERG NEW 1979

MAR p. 648, Eff. 6/29/79; AVD, 1982 MAR p. 1398, Eff. 7/16/82; REP, 1996

MAR p. 1160, Eff. 4/26/96.)

36.22.1603 DOCUMENTS AND TECHNI CAL DATA SUPPORTI NG APPLI CATION (IS
HEREBY REPEALED) (H story: 82-11-115, MCA; | MP, 82-11-115, MCA; EMERG NEW
1979 MAR p. 648, Eff. 6/29/79; REP, 1996 MAR p. 1160, Eff. 4/26/96.)

36.22.1604 DOCKET NUMBER (IS HEREBY REPEALED) (History: 82-11-115,
MCA; I'MP, 82-11-115, MCA, EMERG NEW 1979 MAR p. 648, Eff. 6/29/79; REP,
1996 MAR p. 1160, Eff. 4/26796.)

36.22.1605 LIST CF APPLI CATIONS - PUBLI C ACCESS (| S HEREBY REPEALED)
(History: 82-11-115, MCA, | MP, 82-11-115 and 82-11-116, MCA, EMERG NEW
1979 MAR p. 648, Eff. 6/29/79; REP, 1996 MAR p. 1160, Eff. 4/26/96.)

36.22.1606 CBJECTI ONS TO APPLI CATIONS (1S HEREBY REPEALED) (H story:
82-11-115, MCA; I MP, 82-11-115, MCA; EMERG NEW 1979 MAR p. 648, Eff.
6/29/79; REP, 1996 MAR p. 1160, Eff. 4/26/96.)

36.22.1607  DEADLINES FOR ACTION ON DETERM NATIONS (1S HEREBY
REPEALED) (Hi story: 82-11-115, NCA, [MP, 82-11-115, NCA, EMERG NEW 1979
MAR p. 648, Eff. 6/29/79; REP, 1996 MAR p. 1160, Eff. 4/26/96.)

36.22. 1608 DEFI G ENT APPLI CATI ONS (1S HEREBY REPEALED) (H story: 82-
11-115, MCA; | MP, 82-11-115, MCA; EMERG NEW 1979 MAR p. 648, Eff.
6/ 29/ 79; REP, 1996 MAR p. 1160, Eff. 4/26/96.)

36.22.1609  BOARD ACTION ON APPLICATIONS (IS HEREBY REPEALED)
(H story: 82-15-111, MCA, IMP, 82-15-111, MCA, EMERG NEW 1979 MAR p. 648,
Eff. 6/29/79; REP, 1996 MAR p. 1160, Eff. 4/26/96.)
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36.22.1610  SPECIAL FINDINGS AND DETERM NATIONS - NEW ONSHORE
PRODUCTT ON WELLS UNDER SECTI ON 103 (REPEALED) (History: 82-11-115, NCA
IMP, 82-11-115, NCA, EMERG NEW 1979 MAR p. 648, Eff. 6/29/79; REP, 1996
MAR p. 1160, Eff. 4/26796.)

36.22.1611 SPECIAL FINDINGS AND DETERM NATI ONS - STRIPPER WELL
PRODUCTI ON  ( REPEALED)  (History: 82-11-115, MGA, [MP, 82-11-115, MCA
EMERG, NEW 1979 MAR p. 648, Eff. 6/29/79; REP, 1996 MAR p. 1160, Eff.
47267 96.) —
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Sub- Chapter 17
Hori zontal Wells and Enhanced Tax Recovery |ncentives

36.22.1701 CERTI FI CATI ON OF HORI ZONTAL WELLS (1) Upon request by
the operator, the board's staff will certify to the departnent of revenue
the conpletion of a horizontal well. Such well nmust be drilled and
conpleted in conformance with the board's rules and any required reports,
including the directional survey required under ARM 36.22. 703(5), nust be
on file with the board before the certification is nade. A well that has
not produced for five (5) or nobre years prior to its conpletion as a
horizontal well, or a well which was permanently plugged for abandonnent
prior to its re-entry and conpletion as a horizontal well, wll be
considered a new horizontal well for the purpose of certification.
(History: 7-7-2101 and 82-11-111 MCA; | MP, 15-23-601 and 15-36-101 MCA

NEW 1994 MAR p. 1875, Eff. 7/8/94.)

36.22.1702 CERTI FI CATI ON OF ENHANCED RECOVERY PRQJECTS () The
board, upon application of an interested party and notice and hearing, wll
certify to the departnent of revenue its approval of a new or expanded
enhanced recovery project. Projects requiring conpul sory unitization under
82-11-204, MCA, et seq. and wholly voluntary projects requested under ARV
36. 22. 1229 through 36.22.1234 nust conply with the application, notice, and
hearing requi renents under the applicable rule or statute. (H story: 7-7-
2101 and 82-11-111 MCA; | MP, 15-23-601 and 15-36-101 MCA; NEW 1994 MAR
p. 1875, Eff. 7/8/94.)

36.22.1703 APPLI CATI ON - CONTENTS AND REQUI REMENTS

(1) Applications for certification and approval of secondary
recovery projects and new tertiary recovery projects that conply with the
requi rements of 82-11-204, MCA, et seq. need not file an additional
application for certification; the project will be certified upon approval
by the board. Applications for secondary recovery projects and new
tertiary recovery projects following the procedure in ARM 36.22.1229
t hrough 36.22.1234 nust additionally include a map or plat showi ng the
project boundaries and a legal description of all of the tracts to be
included in the project area. Applicants for certification of tertiary
projects nust also describe the tertiary nmethod(s) to be used. Applicants
will be required to supply technical and econom c evi dence that the project
can reasonably be expected to result in a significant increase in the
ultinmate recovery of oil.

(2) Applications for approval and certification of expansion of an
exi sting enhanced recovery project nust include:
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(a) a map or plat of the previously approved project and the area
to be affected by the proposed expansion

(b) a description of the nmethod or nethods to be used to enhance
recovery in the project area

(c) the nanme(s), depths, and description of the unitized or target
formation(s) and the formation(s) which are producing or have produced
within the project area

(d) the location of all oil and gas wells, input wells, dry holes,
and drilling wells;

(e) the location of proposed new injection or production wells or
hori zontal ly re-conpleted injection or production wells and the anti ci pated
timetable for drilling or re-conpletion of such wells;

(f) the proposed effective date of the project. If the project
expansi on i nvolves a change in operating conditions the application nust
include a description of both the current operating practices and the
proposed changes to be nmade. The applicant nust denonstrate that the
proposed expansion is reasonably expected to result in the recovery of oi
that woul d not otherw se be recovered if the expansi on were not perfornmed.

(History: 7-7-2101 and 82-11-111 MCA; | MP, 15-23-601 and 15-36-101 MCA
NEW 1994 MAR p. 1875, Eff. 7/8/94.)

36.22.1704 DETERM NATI ON OF PRODUCTI ON DECLI NE RATE

(1) Production decline rates used for calculation of increnental
production from secondary and tertiary recovery projects and expanded
enhanced recovery projects will be determ ned by the board upon application
of the operator and after notice and hearing. This determ nation may be
made con-currently with the approval and certification of the enhanced
recovery project, or at a subsequent hearing.

(2) The production decline rate for a project will be based on the
primary produci ng nechanisn(s) of the reservoir and, where applicable, the
secondary recovery nechani sm(s) of the project and the production history
of the project. Where the production history of the project area is
sufficient a decline rate will be determ ned by applying an exponential or
hyperbolic nethod of analysis. |f production history is not sufficient or
appropriate an exponential or hyperbolic nethod nay be applied to an
anal ogous project, field, or well. Conventional or nuneric reservoir
perfornmance anal ysis nethods nay al so be used.

(3) The applicant for a hearing will file with the board' s staff the
production history data, the proposed analysis nethod(s), and any
supporting information which the applicant intends to present at the
hearing. This filing will be
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sufficiently in advance of the hearing to allow the staff an opportunity
to review the data and nethods selected in order to provide a
recommendation for approval, nodification, or rejection of the application
to the board.

(4) The deternination of the decline rate for individual wells in
primary production which have been horizontally re-conpleted will be done
by filing a request for determnation with the board's staff. The operator
may propose the nethod of analysis and provide data which it w shes the
board's staff to use in the determination. The staff's determ nation wll
be presented to the board at the next available regular nmeeting. 1In the
absence of a protest of the deternination further evidence or testinony
will not be required. (H story: 7-7-2101 and 82-11-111 MCA; | MP, 15-23-
601 and 15-36-101 MCA; NEW 1994 MAR p. 1875, Eff. 7/8/94.)

36.22.1705 FILING FEES (1) An application for determination of the
production decline rate froma new or expanded enhanced recovery project
will pay a fee based upon:

(a) the nunber of wells which produce or have produced in the
proj ect area;

(b) the nethod used to anal yze these data. Fees will be established
at the tinme the request for determnation is nade to the board's staff and
nmust be paid before the rate of decline is certified to the departnent of
revenue. The fee schedule will be as follows:

Projects which require review anal ysis of production from
10 or fewer producing wells $100.00

10 to 100 wells $100. 00 plus $5.00 per well over 10
over 100 wells $550. 00 plus $2.50 per well over
100

Met hods of analysis multiplier:

To the fee deternined above nultiply by:

1 (no nultiplier) exponential or hyperbolic analysis of project
dat a

1.5 exponential or hyperbolic analysis of anal og
pr oj ect

2.0 nuneric si mul ati on or mat eri al bal -

ance/ vol unetri c net hods

For unusual ly conplex or atypical nethods or projects, the staff may
request that the board establish a processing fee as part of the
approval /certification hearing for a particular project. (H story: 7-7-
2101 and 82-11-111 MCA; | MP, 15-23-601 and 15-36-101 MCA; NEW 1994 MAR
p. 1875, Eff. 7/8/94.)
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36.22.1706 DEFINITIONS (1) For the purposes of this subchapter the
definitions at 15-23-601, MCA, apply. (H story: 7-7-2101 and 82-11-111
MCA; | MP, 15-23-601 and 15-36-101 MCA; NEW 1994 MAR p. 1875, Eff.

7/ 8/ 94.)
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